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EDITOR’S NOTES 


The Editor is happy to announce 
that in the recent meeting of the 
Executive Committee of the 
Council, it was decided that the 
Bulletin should be issued as a full- 
fledged Journal from April 1951 
onwards. The Journal will be 
called “THE CHARTERED 
ACCOUNTANT ” and it is“hoped 
it will be possible to serve the 
members of the Institute in all 
matters by publishing articles on 
varied subjects of interest to the 
profession. As repeatedly stated 
in the issues of the Bulletin 
before, this will be possible only 
with the full co-operation of all 
the members by thein subscribing 
as many articles as possible on 
interesting subjects. The Editor, 


therefore, appeals to all the 
members to do their best in this 
regard. 


4 m * 


To facilitate the editing of the 
Journal by collecting as many 
articles as possible from all parts 
of India, the Executive Committee 
have nominated an informal body 
to help the Editor in the matter 
of collection and editing of arti- 
cles. This body will consist of 
the President, representing the 
Bombay Region; Sri 5. N. Baner- 


jea, representing the Bengal 
Region; Sri Vaish, representing 
the United Provinces Region; 


Sri Mehra, representing the Delhi 
Region and the Editor, represent- 
ing the Madras Region. The 
Members are requested to coope- 
rate with the Editor by submit- 
ting as many special articles as 
they can on matters of profes- 
sional interest to the Editor 
through the member of the above- 
mentioned body belonging to 
their Region. 


* x * 


As the Members are aware, the 
Journal will be distributed free to 
all the Members of the Institute 
and will also be sent to the-:various 
Departments of the Central and 
State Governments. In view of the 
very responsible positions many of 
the Memberg hold in commercial | 
and officialAircles; the Journal will 
be an excellent medium for adver- 


$ 


-~ 
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tisement. The Executive Com- 
mittee have restricted the class 
of advertisements to banks, insur- 
ance Companies, publishing houses 
coaching institutions, concerns 
selling accountant machines and 
other accountants’ requisites and 
advertisement from big industries. 


A section will be allotted for - 


advertisements of Situations 
Vacant, Situations wanted, 
Advertisements about premises. 
„Partnerships, ete. The scale of 


charges will be as-foHows7=--- = - 


. Back Cover Page 


- per issue - - ..- Rs- 150 
Inside Cover Page ants 
per issue ,-. Rg. 125 

Rae! Other Page l 
a issue > NSS 100 


“eden ae back cover page, in 
any other. page,——half-.a-page and 
4th page -will be taken and the 
rates will be— . ag 


-60 per- cent’ of the `full page 

’ charge for half - page. 
` 85 ‘per cent of the full page 

. ‘charge for quarter page. 

The other ‘advertisements about 
Situations Vacant,. etc. will be 
charged for at As. 8 a line, with a 
minimum of: Rs. 2/-. To make the 
Journal a success, the Editor 
requests all members to co-operate 
with him in obtaining as many 
advertisements as possible from 
institutions of the class mentioned 
above. The advertisements’ will 
all be in single colour. 

x x * 

The Members of the Institute 
are informed that membership and 
certificate of practice fees, under 
the Chartered Accountants’ Regu- 
lations, 1949, for the year 1951/52 
will become due and payable on Ist 
April 1951. The Members ‘are, 
therefore, requested to note that 
the: fee should be sent in time by 
demand draft or cheque drawn in 


favour of the Secretary of the 


Institute, payable at-Delhi- - . 


The Editor regrets that in the 
‘Members Queries’ published in 
the December Issue of the Bulle- 
tin, a typographical error has 
crept in in publishing the Members 
Query in item No. 7. This should 
read as follows: 


“Will this item apply to a 
Chartered Accountant holding 
certificate of Lractice and working 
with another Chartered Account- 
ant, in so far as such practice is 
concerned and at the same time 
continuing ‘his_ occupation as an 


Accountant in a Commercial 
Firm”. 
~ The, words ` ‘in so far as such 


practice” has been omitted and the 
words “holding certificate of 
practice”. has been typed instead 
wrongly. ` The error is regretted. 


o x * * 


Certain circular letters issued 


by the Incometax Officers in the 
Madras area were referred to the 
Council by the Secretary of the 
Chartered Accountants’ Associa- 
tion, Salem. The Council refer- 
red these circulars to the Commis- 
sioner of Incometax, Madras and 
they have received the necessary 
reply from the “Commissioner 
clarifying the position, which is as 
follows :— l 


The certificate, referred to by 
the Incometax Officers in their 
circulars, to be given by auditors, 
when filing Profit and Loss State- 
ments and Balance Sheets, in 
respect of Incometax cases is not a 
stereo-typed certificate, but merely 
a certificate seeking to clarify the 
scope and extent of the audit, if 
any, conducted in each person’s 
case. There should be no objection 
in such certification being‘ given 
for consideration of the Incometax 
Officers to enable them to find out 
whether or not they should call for 
the production of the account books 
as also guage the auditor’s respon- 


l Institute 
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The 
` Incometax 


sibility, if any, in the matter. 
circulars - of the 


Officers do. not seek to g0 beyond 


this position. 
5 * * *, 


It is being noticed that Members 


of the Institute in practice are. 
“using the words 


EE 
Accountants”, “Auditors”, ete. 


uheir letter-heads and other ae 


ments. Attention is drawn to 
Section 7 of the Chartered 
Accountants’ Act, 1949, which 
states :—“Every Member of the 
in practice shall be 
designated as a (Chartered 
Accountant and no person prac- 
tising the profession of account- 
ancy in India shall use-any other 
designation, whether in addition 
‘thereto or in substitution there- 
for.” From the above it will be 
seen that using the word “Incor- 
porated Accountant’, “Auditors” 
ete., by any person practising the 
profession of accountancy in India 
in any of the documents or letter- 


heads is against the provisions of, 


the Act. While this restricts the 
use of designation, 
affect a Chartered Accountant 


signing as a Charered Accountant > 


in the place provided -for ithe 


signature of auditors in pres- 
cribed forms. . ‘ 


* + aK 


THE ATTENTION OF ALL 
CHARTERED ACCOUNTANTS 
AND FIRMS: OF CHARTERED 
ACCOUNTANTS ‘IS ~ INVITED 
TO SECTION 27° OF THE 
CHARTERED ACCOUNTANTS’ 
ACT, 1949, AND THEY ARE 
REQUESTED TO NOTE THAT 
EACH OF THEIR OFFICES IN 
INDIA SHOULD BE IN THE 
SEPARATE -CHARGE OF A 
MEMBER OF’ THE ‘INSTITUTE 
FROM 1ST FANUARY 1951 
WITHOUT “EXCEPTION, 


UNLESS SPECIFICALLY PER- 


MITTED BY THE:.COUNCIL. 


it will- not ’ 


te” 


January, 1951. 


The amendments to the Regula- 
tions of the Chartered Account- 
ants’ Act, 1949, which came into 
force by publication in the 
Government of India Gazette, 


dated 9th December 1950, the full 
text of which was published in the 
December Issue of the Bulletin, 
are enclosed as a separate supple- 
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ment printed only on one side to 
enable the amendments being cut 
in the Chartered 
Accountants’ Act by each member. 


and pasted 


NOTIFICATIONS BY THE COUNCIL. 


No. 7-CA (88) /60, New Delhi, Dated 13-1-1951. 
In pursuance of Regulation 28 of the Chartered 3b 


SI. No. 
2.69 


Accountants Regulations, 1949, the lists of candi- 36 358 
dates containing names of those who have been 3T 32 
declared successful in the Final Examination, held 38 462 
under these Regulations in November 1950, and of o9 443 
_ those declared passed only in Group I or only in 40 226 
. Group II of that examination are hereby published 41 296 
) for general information. 42 365 
7 48 256 
I. List of candidates who have been declared 44 250 
successful in the Final Examination. 45 231 
SI. No. Roll No. Name. = one 
1 489 Bahadur, Lal . es 
2 133 Basu, Arun Kumar 49 pe 
3 274 Baxi, Kaushik Rai Kantilal 50 428 
4 59 Chattopadhyay, Nanigopal 51 435 
5 234 Dalal, Arvind Harmukhrai 59 466 
6 255 Dalal, Prabhakar Damodar 58 18 
T 270 Daruvala, Percy Bomanji BA 303 
g 224 Daruwala, Sham Tehmurasp 
9 169 Das, Indra Nath a5 496 
10 168 Das, Ranendra Mohan 56 B84 
11 154 Das Gupta, Nirmalendu ie 442 
12 246 Desai, Jagdish Vishnuprasad 
13 225 Desai, Jagesh Mathurdas 58 127 
14 401 Doreswamy, Thirumae 59 425 
15 321 Gadgil, Raghunath Govind 
16 245 Gandhi, Rameshchandra Shantilal 60 295 
17 433 George, P. C, 61 258 
18 29 Ghose, Tapan Kumar 62 500 
19 186 Ghosh, Jnanendra Nath 
20 527 Gupta, Sarvadhar 63 507 
21 487 Gupta, Satya Prakash 64 248 
22 372 Jacob, E. C. 65 492 
23 587 Jha, Kameshwar 66 511 
24 247 Joshi, Madhav Bhikaji 67 418 
25 499 Kalra, Bhupendra Pal Singh 68 407 
26 235 Khandwala, Vinoo Mangaldas 69 406 
27 147 Malhan, R. P. 
28 581 Malik Ramnath 70 110 
29 506 Mathur, Sardar Bahadur 
30 374 Mehta, Arvindkumar Manilal 71 338 
81 290 Mehta, Rohit Jayantilal 72 259 
82 382 Mistry, Dinshaw Maneck T8 436 
33 146 Mitra, Bibhas Kumar 
34 45 Mittra, Ishan Chandra q4 427 


Roll No. 


Name. 
Mogrelia, Jehangir Nariman 
Mukadum, Minoo Burjorjee 
Mukhopadhyay, Susruta 
Narasimhan, R. 
Narayanan, Singakulam Venkata ~ 
Nayak, Suresh Sunder Rao 
Oomrigar, Bomi Kaikhusru 
Parameswaran, Ramakrishna 
Parikh, Chandrakant Ochhavlal 
Patel, Vinubhai Umedbhai 
Pradhan, Ramakant Laxman 
Pujara, Vibhukumar Nanalal 


' Purohit, Nilkanthrai Balkrishna 


Raghavan, Gopalachari 

Ramanathan, Somasundara 

Ramanujam, C. 8. 

Rangamani, Laxminarasimhan 

Rao, Calisa Bangalore Venkata 

Saikia, Jnanendra Nath 

Sankaran, Ambasamudram 
Narayana Ayyar 

Saraf, Dharam Pal Singh 

Sarangapani, K. R. 

Sastry, Viswanadham Venkata 
Srinivasa 

Sen, Biswajit 

Seshadri, Sekharipuram 
Subrahmanya 

Seshagirisachar, C. H. 

Shah, Dhirajlal Bhalabhai 

Shah, Rameshchandra Sankal 
Chand 

Sharma, Basu Deo 

Sheth, Bipinchandra Motilal 

Shukla, Ram Shanti Swarup 

Sinha, Satyendra Nath 

Sivasankaran, G. 

Srinivasan, Parthasarathy 

Subramanyam, Nambiyur 
Sundaram lyer 

Sundararajan, Nallan 
Chakravarthy 

Talati, Bhasker Jayantilal 

Tulpule, Dattatraya Narayan 

Vaidya, Bhal Chandra 
Purushottam 

Varadarajan, 5. 


Page Hout 


Il. 


Sl. No. 
Mi 


2 
3 
4 


25 


List of candidates who have been declared 
passed only in Group I of the Final Examination 
held in November, 1950. 


Roll No. 


510 
238 
417 
403 


Name. 

Agarwal, Chandmal 
Alai, Ganesh Narayan 
Ayyar, K. Bhagavatheeswara 
Balasubramanian, Kulumani 

_Muthuswami 
Biswas, Anil Kumar 
Biswas, Nikhilesh Chandra 
Captain, Adi Dhunjishaw 
Choksey, Pesi Kushru 
Deb, Manishikumar 
Dikshit, Vachaspati 
Gandhi, Shiv Chandar 
Goswami, Bal Krishan 
Gupta, Salil Kumar 
Gupta, Suraj Bhan 
Joshi, Mahesh Chandra Narhari 
Madan, Raghunandan Lal 
Mama, Noshir Zubin 
Mandal, Gobardhan Das 
Mathew, Polachirakal 
` Cunjuninan 
Mistry, Nariman Darabshaw 
Mookherjee, Lakshmi Pada 
Patel, Pranjivan Baldedas 
Philipose, C. P. 
Prabhakaran, 5S. 
Prabhu, Narasimha Purushothama 
Raju, T. S. 
Ramakrishna, S. 
Ramanayya, Duggisetty Venkata 
Ramaswamy, Ananthakrishna 
Sanghvi, Harshadlal Dungarshi 
Sankara Raman, T. S. 
Santhanam, V. 
Sarkar, Sukumar De 
sen, Niladrinath 
Setna, Jamshed Khurshedji 
Shah, Vasantlal Ratilal 
Singh, Rajendra 
Sivasubramanian, N. 
Srinivasan, V. 


Titina, Noshir Rustomji 


Venkateswaran, A. 


January, 1951. 


III. List of candidates who have been declared 
passed only in Group II of the Final Examination 
held in November, 1950. 


si. No. 


107 
O20 
167 

92 


om GN rt 


6 431 
7 474 
8 68 
9 ool 
10 260 
11 ot0 
12 504 
13 519 
14 
15 
16 


237 - 


291 
268 


17 il 
18 42.1 
19 Sub 
Zs 101 
21 vl 
22 292 
23 439 
24 232 


Roll No. 


289 


Name. 

Adhya, Pulin Bihari 
Anand, Sudheshwar 
Basu, Kanai Lal 
Chacko, V. J. 
Chhatrapati, Vinodchandra: 

Maganlal a er re 
Cheriyan, George 


t 


‘Dandekar, Jagannath Mahadey 


Dastoor, Jehangir Framroz 
Gaing, Ohn 

Godbole, Moreshwar Vinayak 
Jain, Amritlal Hastmalji 
Kumar, Satish i 


‘Mathur, Daya Kishan 


Padar, Rusi Shavakshaw 

Pandit, Balkrishna Ramchandra 

Pangarkar, Vyankatesh 

Madhavrao 

Raha, Nirmal Jyoti 

Ramanathan, M. K. 

Saigal, Raj Kumar 

Sen Gupta, Santi Prasad 

Shah, Mahendrakumar Ambalal 

Shah, Navinchandra Fulchand 

Sundaram, V. M. 

Vohra, Satyendra Mahasukhrai 
(Sd.) G. P. KAPADIA, 

President. 


Institute of Chartered 
Accountants of India. 


Note.—-The following candidates will be awarded 
Certificate of Merit. 


Rank No. Roll. No. 


I 442 
IT 234 
IMI 245 


Name, 


Sastry, Viswanadham Venkata 
Srinivasa 


Dalal, Arvind Harmukhrai 
Gandhi, Rameshchandra Shantilal 


President. 


Note.—The G. P. Kapadia First President Gold 
Medal will be awarded to Viswanadham 
Venkata Srinivasa Sastry. 


President, 


January, 1951. 


No. 7-CA (34)/50, New Delhi, Dated 13-1-1951. 
In pursuance of Regulation 28 of the Chartered 


10 134 
11 238 


Accountants Regulations, 1949, the names of candi- 
dates who have been declared successful in the First 
Examination held under these Regulations in 
November, 1950 are hereby published for general 
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Veeraraghavan, P. 
Venkatraman, Natesan 


(Sd.) G. P. KAPADIA, 
President, 


a 


Institute of Chartered Accountants 


of India. 


Note.—The following candidate will be awarded 


I 134 


information. 
SI. No. Roll No. Name. 
1 101 Kalyanakrishnan, C. R. 
2 116 Natarajan, G. 
3 172 Ramakrishnan, N. 8. 
4 223 Ramanathan, G. 
5 132 Rao, K. Sreenivasa 
6 179 Rao, V. Umamaheswar 
7 232 Ray Chaudhury, Nirmal Chandra 
‘8 l 12 Shah, Navnitlal Thakorlal 
9 55 Sriram, Kurpad Gundappa 
+ a * 


No. 7-CA (1)/61, New Delhi, 


Dated 6-1-1951. 


In pursuance of Regulation 23 cf 
the Chartered Accountants Regu- 
lations, 1949, the Council of the 
Institute of Chartered Account- 
ants’ of India is pleased to direct 


that the First Exemination under 


the said Regulations will be held ‘Bete apply for the first time for 


jadmission to the Final Exami- 
“nation 
‘exempted from passing the First 


on the 17th and 18th May, 1951 and 
the Final Examination on the 


"15th, 16th, 17th and 18th May, 


1951 at 10 a.m. and 2 p.m. every 
day. The examinations will be 
held at each of the following 
centres provided that a sufficient 
number of candidates present 
themselves for examination :— 


1. Bombay. 
2. Madras. 
3. Calcutta. 
4, Delhi. 


2. Applications for admission to 
these examinations are required to 
be made on the prescribed forms, 
copies of which may be obtained 
from the Secretary to the Council 
of the Institute of Chartered 
Accountants of India, New Delhi. 
Each such application together 


with the necessary certificates and 
Demand Draft payable at Delhi 
and drawn in favour of the said 
Secretary for an examination fee 
of Rs..hQ in the case of the First 
Examination and Rs. 75 in the case 


SR oe aneor antes Wal 


of the Fina] Examination must be 
sent so as to reach the Secretary 
to. the Council not Jater than 15th 
March, 1951. An additional fee of 
Rs. 50 is payable by candidates 


and who have been 


Examination. 


S. Venkataraman, 
Secretary. 


No. 18-CA (14)/50, New Delhi, 
Dated 23-12-1950. 


With reference to the notifica- 
tion of this Institute No. 12- 
CA(1)/50 dated the 29th January 
1950, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 13 of the Chartered 


Accountants Regulations, 1949, 
the Council of the Institute of 


Note.—The G. P. Kapadia 
Silver 
P, Veeraraghavan. 


Certificate of Merit: — 


Veeraraghavan, P. 


(Sd.) G. P. Kapadia, 
President. 


First ' President 


Medal will be awarded to 
(Sd.) G. P. Kapadia, 


President. 


Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 
28rd day of December 1950, the 
name of- Shri N. Vridhachalam, 
Plot No. 420-A, 15th Road, Khar, 
Bombay (Membership No. 1917). 


(Signed) G. P. Kapadia, 
President. 
% * * 


No. 18-CA (15)/50, New Delhi, 
Dated 11-12-1950. 


With reference to the Notifica- 
tion of this Institute No. 12-CA 
(1) /50, dated the 10th October. 
1950, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 18 of the Chartered 
Accountants Regulations, 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 


dates mentioned against their 
names, the following persons, 
namely : 
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SI. No. Member- Date of 
ship No. pene: Restoration. 
1 1252 Mr. Francis Ranken, 
l c/o M/s. Jessop & Co., Ltd., 
63, Netaji Subhas Road, | 13-11-50 
Caleutta-l. : 
2 1205 Shri. P. O. Varughese, 
Addi. Incometax Officer, 15-11-50 


Trichur Circle, Trichur. 


SUMMARY OF PROCEEDINGS 
OF THE COUNCIL AND THE 
STANDING COMMITTEES 


The Meeting of the Examination 
Committee of the Council was held 


G. P. KAPADIA, 
President. 


(Sd.) 


on the 11th and 12th January, 
1951, at New Delhi, wherein the 
results of the candidates who sat 
for the November, 1950 Examina- 
tions were considered and the list 


MEMBERSHIP 


i January, 1951. 
of successful candidates were 
published. Notification 


connection is printed in this issue. 


in this 


baad 


* * t 


A meeting of the Executive 
Committee of the Council was held 
on the 8th and 9th January, 1951. 


k * x 


-] 


The Council is meeting on the 
24th and 25th February 1951. 
at Madras. 


The following Associate Members were admitted during the month of December 1950. 


Member- 





— a rere! a 


ship No. poe 
1912 * Shirishchandra Ratilal Desai 
1913 * Prasanta Kumar Basu 
1914 * Hem Chandra Srivastava 
1915 * Dilip Kumar Banerjee 
1916 * Wiliam Martis 
1917 « * Narayana Iyer, Vridhachalam 
1918 * Framroze Bapuji Wadia 
1919 * Gopal Balkrishna Raj Guru 
1920 Gurudas Ghosh 
19?1 * Vaman Mangesh Telang 
1922 Mahipati Trimbak Pendse 
1923 Perumkolam Sankarasastri Subramanian) 
1924 Mangesh Narayan Wagh ) 
1925 V. Rajagopalan 
1926 S. A. Gangadhara Sastry 
1927 Minocher Nowroji Shroff 
1928 Karam Narain Ahuja 
1929 * Balakrishna Jagannath Kinikar 
1920 Anand Prakash Bhalla 
* Shiv Prakash Marwaha 


1931 


i i a a pt pi gp ipa gl 


* Denotes in practice. 








Place oa 4 : 
Enrolment. 
Bombay 212.1950 
Calcutta 412-1950 
Delhi - 6—12—1950 
Calcutta 8—12—1950 
Bombay 20—12—1950 
Bombay 238—12—1950 
Bombay . 20—12—1950 
Bombay 20—12— 1950 
Calcutta 20—12—-1950 
Bombay 20—12—1950 
Bombay ~ 2012-1950 
Coonoor `- 21—12-—-1950 
Ahmedabad ' - 21—12—1950 
Mathurai » 28—12—1950 
Bangalore _ 238—12—1950 
Ahmedabad 26—12—1950 
Delhi 28—12—1950 
Poona 28—12—1950 
New Delhi 28—12—1950 
‘Patiala 28121950 


** Restoration case, 


| January, -1951. 


“The following Fellows were admitted during 


‘the month of December 1950. 


“Membership ` Name 





No. in full. 
240 Shri Krishnaswamy 
i Rajaram 
665 Shri Pramatha Nath Das 
| Gupta 
. 186 Shri Alwarkurichi Venka- 
tasubbier Subrahmanyan 
858 Shri Mamidipudi Anandam 
1086 Shri Amalendu Chatterji 
496 Shri S. Krishnaswamy 
656 Shri G. V. Ramanuja Rao 
773 Shri D. Ramachandran 
855 Shri Radharaman Bandyo- 
padhayay 
940 Shri Sankaranarayana 
_ Ayyar Sthanumoorthy 
987 Shri Ayalur Krishna Iyer 
Sambasiva Ayyar 
992 Shri Jasvantlal Vurjivan- 
: das Agashivala 
517 


_ Mr. John Smailes 


“SPECIAL ARTICLES 
(Income-tax) 


- ENTIRE CONTROL AND 
_ MANAGEMENT 


(By “FIRPRE”) 
` The Indian Incometax Act in 


very clear terms states that a 


‘company is a resident in the tax- 
‘able territories in any year— 


r 


(a) if the control and manage- 
ment of its affairs is situ- 
ated wholly in the taxable 
territories in that year, or 


(b) if its income arising in the 
taxable territories in that 
year -exceeds its income 
arising without the taxable 
territories in that year, 
account not being taken in 
elther case of income 
chargeable under the head 
Capital Gain. 


Clause (a) stated above is 
of greater importance. 





The dictionary meaning of the 
word ‘Control’ is “power of direct- 
ing and Fesveaining — right of 
AUPETVONION 


The A EE meaning of the 
word “Manage is “Conduct the 
working of—have effective control 
of”. - 


The legislature has used the 
singular verb and therefore. the 
words ‘control and management’ 
have to be taken and interpreted 
collectively. In view of the 
dictionary meaning, it would 
appear that control and manage- 
ment do not denote the same thing. 
While ‘control’ contemplates the 
power to restrain and therefore to 
re-assume control and it implies 
the right of supervision, ‘manage- 
ment’ on the other hand denotes 
the actual, that is, the de facto 
control. Even the drafting of the 
relevant clause take into consider- 
ation the de facto control and 


management and not the ultimateas 
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STATISTICS FOR THE MONTH- we 


DECEMBER, 1950 


Place. ee Coo 
P Associates admitted : 19 
Hyderabad Fellows admitted 18 
(Dn.) 
Gauhati Associates restored a Ka ae -3 
(Assam) . F 
l Certificate of Practice issued.— 
Madras. l 
Secunderabad Associates 22 
. (Dn.) Fellows 5 
Calcutta l - 
Madras. Termination of Membership Nil 
Vijayawada 
Trivandrum Cancellation of Certificate of Practice..— 
- - Associates (converted into Fellows) 12 
Calcutta 
Fellows Nil 
Bombay Articles registered .. 29 
Madras. Articles cancelled l Nil 
VrO Audit Clerks registered 82 
Bombay l l | 
Calcutta Audit Clerks’ registration cancelled Nil 


right to assiime control and/or 
supervision. It is further observed 
that the Act makes a clear stipula- 


tion about the entire control and 


management so that it automati- 
cally establishes the position that 
the de facto control and manage- 
ment could be divided between 
two or more.places. ` It is only in 
cases where the entire control and 
management is situated at one 
particular place, ise. in the taxable 
territory, thiat the company can be 
treated to be a resident company. 
Thus, even if a shred of contro] 
and management were outside the 
taxable territories, a company 
will not be resident. 


In determining the issue 
whether a company for the 
purposes of the Indian Incom:-tax 
Act is resident or not, great 
reliance is placed on the English 
decisions without taking into 
consideration the fact that the 
scheme of taxation in that behalf 
it obtains in the United 


Page Eight 


Kingdom is basically different. 
Under the United Kingdom taxing 
statutes the word ‘Residence’ is 
nowhere defined. The general rule 
as to residence of companies under 
the United Kingdom Income-tax 
Act is that a company resides at 
the place where the directing and 
controlling power is exercised or 
perhaps better where the central 
management and control actually 
abides. This is the observation 
.made by Lord Loreborn in De 
-© Beers Consolidated Mines Ltd., 
Vs. Howe (6 T.C.—198, 211, 218). 
The other English cases of import- 
ance are the Cesena Sulphur 
Company Vs. Nicholson (I.T.C. 
88) and Todd Vs. Egyptian Delta 
Land and Investment Co, (14 T.C. 
-—119, 188, 146). 


The fact that the determination 
of residence of a company is made 
according to the right to control 
and not the de facto control is 
made abundantly clear by the 
decision in 11 T.C. 372 (B. W. 
Noble Ltd., Vs. Mitchell). The 
central control theory forms the 
basic foundation of the English 
Act and this is proved by the 
decision in 8 T.C. 208 (New 
Zealand Shipping Co., Ltd., Vs. 
C. H. Thew) where it was held 
that even a separate Board of 
Directors cannot constitute a 
separate business. The same 
principle was enunciated in 6 T.C. 
163 (American Thread Co., Vs. 
Joyce) where the issue was deter- 
‘mined on the test as to where 
“much” of the direction took 
place. 


The possibility of dual residence 
is definitely recognised under the 
United Kingdom Acts and the 
decisions in 9 T.C. 842 (The 
Swedish Central Railway Co., 
Ltd., Vs. Thompson) and Goerz 
Vs. Bell (1904—2 K.B. 136, 146) 
confirm this. As observed by 
Sundaram in his Law of Income 
Tax in India at page 516, the 


reference in the Indian Income 
Tax Act is to “control and 
management” and not the central 
control and management. As 
further observed by him on the 
same page the words “control 
and management” are followed by 
the singular ‘is’ and not by the 
plural ‘are’ and therefore the two 
words together constitute a single 
activity. Consequently the control 
must be effective. This indication 
would clearly rule out a paid 
Manager but the position would be 
entirely different if the paid 
Manager held wide powers under 
powers of attorney executed by the 
company itself. In such cases the 
effective control and management 
would, to the extent of the powers 
given by powers of attorney, be in 
the hands of the persons to whom 
such powers are given and the 
right of the Directors of the 
Company to reassume control and 
management in respect of those 
matters will not affect the position 
actually obtaining so long as the 
powers are exercised as a matter 
of fact and not taken away. 


The decision given by the 
Bombay High Court in the case 
of B.R. Naik (1945 I.T.R. 124) 
is very important. By “control 
and management” is meant not a 
right or power or a capacity to 
control and manage, but a control 
and management actually exer- 
cised in relation to business events. 
The existence of an over-riding 
power of control and management 
would no doubt be a relevant 
consideration but the actual test is 
who in fact controls and manages. 
It will not be out of place if the 
following clear observations of the 

“Bombay High Court in that case 
were reproduced :— 


Reference page 127, 1945 I.T.R. 


“We have been referred to in a 
mimber of English cases under 
the English Income Tax Act the 
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relevant words there being 
‘whether the trade or business is 
carried on wholly or in part in the 
United Kingdom’. I must confess 
that I do not find these cases 
helpful. By construing another 
Act which contains totally differ- 
ent words and in which the whole 
scheme and framework of the Act 
is very different with the statute 
under consideration, there is grave 
risk of introducing irrelevancy 
which destroys the whole basis of 
comparison”. Again at page 129, 
“The Court has therefore to deter- 
mine where the control and 
management of its affairs is situ- 
ated and next, whether it is situ- 
ated wholly without British India. 
I doubt if the significance of the 
word ‘management’ in the clause 
was appreciated before the Tribu- 
nal. The discussion appears to 
have proceeded only on the word 
‘control’, The important point for 
consideration in construing this 
sub-section is whether the ‘control 
and management’ of the firm’s 
affairs is actually to be situated 
in a particular place or whether it 
is sufficient that a person who has 
a right to control and manage its 
affairs is residing in a particular 
place...... The Legislature has 
deliberately used the present tense 
in describing where the ‘control 
and management’ should be in 
the relevant year. While the word 
‘situated’ involves an idea of some 
sort of permanency, it also invol- 
ves an idea of the present existence 
i.e. effective existence of such 
control in the relevant year. It 
does not contemplate merely th 
right to control and manage”. 


The above decision is a clear 
pointer to the proper consider- 
ation of the issue. 


The position in this behalf js 
made clear by a reference to the 
observations of A. N. Aiyar in his 
Indian Income Tax Act at page 256 
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of the Seventh Edition under the 
heading “Wholly situated” :— 


“WHOLLY SITUATED” .— 
The use of the word ‘wholly’ in 
the provision ‘if the control and 
‘management of its affairs is 

situated wholly in the taxable 
territories’ deserves notice. 
Under this, if part of the control 
or management is situate out- 
side the taxable territories the 
company would not be resident 
in the taxable territories. 
There seems to be no warrant 
for the use of this expression 
in the English law or the various 
cases that have been pronounced 
on the subject by the English 
Courts or even in the definition 
recommended by the Enquiry 
Committee. Thus, even if the 
major portion of the control 
or management is exercised 
from the taxable territories if 
a small part of the management 
is situated in a foreign country, 
the company would be a non- 
resident. This provision stands 
in bold contrast with the provi- 
sion regarding firms which is 
just the reverse. Hindu fami- 
lies and firms will be resident in 
the taxable territories even if 
any part of the control or 
management is situate in the 
taxable territories, for the 
words used are “is resident in 
the taxable territories unless the 
control and management of its 
affairs is situated wholly without 
the taxable territories. This 
definition of residence of a com- 
rany is of far-reaching conse- 
quences and the word ‘wholly’ 
would have provided a way for 
many companies to escape but 
for the next clause under which 
a company would be a resident 
if its income arising in the tax- 
able territories exceeds its 
income arising without the 
taxable territories.” 


- 


Under the Indian Companies 
Act, the affairs of a company are 
to be managed by the managing 
agents under the supervision of 
the Board of Directors and in case 
where there are no managing 
agents, by the Directors but sub- 
ject to the company giving powers 
of attorney to specific persons for 
specified purposes. Thus a com- 
pany by a resolution may delegate 
some powers which the Directors 
themselves can exercise and to 
that extent the de facto exercise of 
such powers would be in the hands 
of the persons who are given such 
powers. It is of course not denied 
that the ultimate right rests with 
the Directors to reassume control 
by the cancellation of the powers 
of attorney. But so long as the 
powers given remain, those powers 
would be exercised as a matter of 
fact by the respective persons. In 
such cases the test would be not 
merely where the Board of Direc- 
tors held their meetings but to 
find out as a matter of fact where 
the control and management is 
actually exercised and in case it is 
found that the powers of attorney 
given by the company indicate the 
granting of wide powers involving 
the de facto control and manage- 
ment and in case it is found that 
such powers are exercised outside 
the taxable territories, the entire 
control and management vf a 
company will not be in the taxable 
territories and therefore the com- 
pany will have to be treated as 
a non-resident company. The 
powers in such a case will be found 
to have been exercised as a matter 
of fact outside the taxable terri- 
tories under the specific powers of 
attorney given to the parties to act 
outside the taxable territories. 





LEGAL NOTES 


Bank of India Ltd. & othera v. 
Jamsetji A. H. Chinoy and Messrs. 


| me 
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Chinoy and Company—(The Law ’ 

Reports — Indian Appeals 1950 
Vol. LXXVII 76.) 


The plaintiff (respondent) fled 
a suit against the defendants for 
specific performance of a contract 
entered Into on July 8, 1942, by 
the defendants with the plaintiff 
for the sale to the plaintiff of 
certain shares in a company. 


Subsequent to the filing of 
the suit, the defendants trans- 
ferred the shares in question in 
various parcels to several persons 
who were therefore made addi- 
tional defendants. The Bombay 
High Court in its appellate juris- 
diction ordered the defendants to 
specifically perform the contract 
and to pay the plaintiff the amount 
of the dividend declared on Sep- 
tember 24, 1942 in respect of the 
said shares for the year ending 
March 31, 1942. In an appeal 
against that decision, one of the 
questions considered by the Privy 
Council was whether the plaintiff 
was entitled to dividends declared 
between the date of contract and 
the date for completion fixed by 
the court. 


The Appellate Court appeared 
to have differentiated between the 
dividend declared on September 
24, 1942, and those declared subse- 
quently on the grounds that the 
former was declared in respect of 
a period antecedent to the contract 
and was therefore carried by an 
implied term thereof, whereas the 
right to the latter would only pass 
to the purchaser when the benefi- 
cial interest in the shares passed 
which, in India, was when the sale 
was completed and not before. 
Reversing this view, the Privy 
Council stated : 


“Their Lordships do not desire 
to cast doubt on the proposition 
that in India a purchaser of shares 
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(which, under the. Indian Sale of 
Goods Act, come within the defini- 
tion of ‘goods’) does not acquire 
an equitable interest by virtue of 
the contract of sale. But they can- 
not agree with the application of 
this proposition which commended 
itself to the Appellate Court. No 
doubt as between a company and 
_ a purchaser of shares therein the 
date of completion is all important 
But as between vendor and pur- 
chaser, where the contract does 
not otherwise provide, the term 
to be implied as to dividends 
is not confined to dividends still to 
be declared in respect of a period 


or periods prior to the contract. It > 


includes such dividends, but that is 
not because the period in which 
they were earned-is crucial; what 
is crucial is the -date or dates of 
declaration”. The Privy Council 
approved the principle as stated by 
Palmer on Company Law 17th 
edition at page 212 that “as bet- 
ween a buyer and seller of shares, 
the buyer is entitled to all divi- 
dends declared after the date of 
the contract for sale, unless other- 
wise arranged.” 


The Privy Ccuncil however 
qualified this statement by point- 
ing out that it might be arguable 
that the principle would be more 
accurately .expressed as respects 
India- if -for the -date- of the 
contract there was substituted a 
reference to -the-date agreed for 
completion or, as the case may be) 
the reasonable date for completion, 
but, as-on-the facts the point 
did not arise, no -opinion was 
expressed thereon. 


The transferees had acquired 
the shares with notice of the 
contract prior to September 24, 
1942, and under S.91 of the 
Indian Trusts Act, 1882, “must 
hold the property for the benefit 


of” the plaintiff to the extent ' 


“contract”. In view of this and 


.of S.27(b) of the Specific Relief 


Act, 1877, the Privy Council held 
that the transferees were also 
liable’in respect of the dividends. 


- & ¥ * 


S. V. S. Nidhi Ltd., Vellore, v. 
Daivasigamani Mudalkiar— (1941) 
1 M.LJ. 18: 


At an extraordinary general 


‘meeting of a Bank,- a special 


resolution was passed amending 
its Rules by adding that ‘‘the 
directors shall each keep a sum of 
Rs. 1,000 (one thousand) in fixed 
deposit”. Two of the directors 
sued for a declaration that the 
resolution was illegal and void. It 
was contended that the only 


‘qualification which’ could be 


imposed on directors was a share 
qualification. The Madras High 
Court held that there is nothing 
in any of the provisions of the 
Indian Companies’ Act which 
precludes a company from having 
other qualifications in addition 
for directorship if the article so 
provided and that the resolution is 
entirely intra vires and legal. 
The resolution does not also offend 
section 5 of the Memorandum of 
Association which only lays down 
the capital of the company. — 


$ * * ” 


Ram Kissendas Dhanuka & others 

v. Satya Charan Law and others 

—(Law Reports—Iindian Appeals 
- 1950 Vol. LXXVII 128): 


Article 109 of the Articles of 
Association of a company provided 
that “the number of Directors 
shall -not be less than three nor 
more than four”. Article 126 
provided “The Company in general 
meeting may from time to time 
increase or reduce the number of 


| directors,.subject to the provisions 
' of Ss. 88A (1) and 88B(2) of the 


109”. 
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-tion and may also determine ‘in 


what rotation such increased or 
reduced number is to go out of 
office”... At a requisitioned general 
meeting of a company seven 
persons were appointed to be 
directors of the company in raddi- 
tion to four existing directors. 
The Calcutta High Court held that 
the resolution was invalid on the 
ground that the power of the com- 


“rany by ordinary resolution to 


“Increase .or reduce” the number 
of directors conferred by article 
126 is only exercisable within the 
limits set by the maximum of four 
and the minimum of three pres- 
cribed by article 109; and that, 
consequently, in order that there 
might be more than four, a special 
resolution was required under 
article 109. Reversing this view, 
the Privy Council held that the 
resolution was valid. On examin- 
ing these and other articles of the 
company’s Articles of Association, 
the Privy Council held that article 
109 should be reconciled with 
article 126 either by implying in 
the former some such opening 
words as “subject.to Article 126” 
or implying in the latter some such 
onening words as “notwithstand- 
ing anvthing.contained in Article 
Their Lordships further 
held that the power to “increase 
ar reduce the number of directors” 
according to the natural meaning 
of the words meant or at least 
included a power .to increase a 
maximum . without necessarily 
making , specific appointments or 
(subject to Section 83-A(i) ) to 
reduce a minimum ‘and on that 
footing there was a direct textual 
conflict between Articles 109 and 
126 which must be remedied. 


Under article 182 of the Artizles 
of Association of the company, the 
managing agents of the company 
could be removed only by an extra- 


} ë re 
| ordinary resolution. The company 


in general meeting passed an ordi- 


necessary to give effect to the Act and may alter their qualifica- nary resolution removing the 
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managing agents which the Privy 
Council held to be invalid. It was 
contended that Section &7-B 
empowered the company to 
remove: its managing agents 
‘by ordinary resolution. ‘This 
suggestion, according to their 
Lordships, misinterpreted the 
provision which was directed 
solely to securing that a managing 
agent should not be validly 
‘appointed, removed or have his 
contract altered without a resolu- 
tion of the company. l 


It was next contended that to 
afirm the continuance in force of 
the managing agents appointment 
amounted to specific enforcement 
of a contract of personal service 
and was a violation of Section 
21(b) of the Specific Relief Act, 
1877. Rejecting this contention, 
the Privy Council said that the 
decision affirming the continuance 
of the managing agents merely 
prevented dismissa! of the manag- 
ing agents or termination of their 
appointment at the instance of a 
majority in violation of the 
Articles of Association which the 
minority were entitled to have 
observed. As between the com- 
pany and the managing agents, it 
certainly had not the effect of 
enforcing a contract of personal 
service. 


- The Privy Council also held that 
the matter was not a mere matter 
of internal management and hence 
the Court could interfere. 


= + * 


Electric and Musical Industries 
Ltd. y. Inland Revenue 
Commissioners 


[ (1950) 2 All. E.R. 261] 


This case gave rise to a question 
whether certain amount was 
“meome from an investment” 
within the meaning of the Finance 


No, (2), Act 1989 Schedule VII 


Part | Para 6 (1). Five learned 
Lords who addressed the House of 
Lords on this question concluded 
that it was not, but not for identi- 
cal reasons, 


The business of the Gramophone 
Co., which was a subsidiary com- 
pany of the appellant company 
included the manufacture of 
gramophone records. In 1934, it 
was judicially decided that manu- 
facturers .of such records have 
copyright therein entitling them 
to exclusive right of public perfor- 
mance.. With a view to protect 
themselves against the infringe- 
ment of this right, the manufac- 
turers of such records formed the 
Phonographic Company limited by 
guarantee and not having a share 
capital with fower, among other 
things, -to exercise and enforce on 
behalf of its members al their 
rights and remedies under the 
Copyright Act, 1911 or otherwise 
in espect of the public perfor- 
mance of records, to grant licences, 
to. make and from time to time to 
rescind, alter or vary any arrange 
ments and agreements with 
regpect to public performance of 
such records, to ccllect and receive 
and give effectual discharges for 
all royalties, fees and other 
moneys payable under any such 
licences, agreements or arrange- 
ments or otherwise, to recover. such 
royalties, fees and other moneys 
and damages for the infringe- 
ment of the copyrights or other 
rights, to obtain from the proprie- 
tors of the copyrights such autho- 
rities or instruments as may be 
deemed necessary or expedient to 
enable the company to acquire the 
legal estate in the copyrights of 
such records, to enforce in its 
own name or otherwise all such 
rights and remedies, to distribute 
the net moneys amongst the 
members in accordance with the 
rules which the company was 
empowered to make, etc, Clause 
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(3) (d) of the Memorandum of 
Association empowered the com- 
pany “To make and from time to 
time alter or vary any rules for 
regulating (i) the manner in which 
the period or periods for which and 
the conditions under which the 
proprietors shall authorise the 
company to exercise and enforce 
the rights and remedies aforesaid 
of the proprietors in respect of 
such records as aforesaid, (ii), the 
method and proportions by and in 
which and the times at which the 
net moneys received by the 
company in respect of the ‘public 
performance of any such records 
as aforesaid shall be divided and 
apportioned among the members 
of the company, and (iii) the 
administration of the property or 
business of the company and any 
matters incidental thereto”. 


Article 9 of the Articles of 
Association of the company pro- 
vided: “AH moneys received by 
the company in respect of the 
exercise of: the rights, licence or 
authority granted by the member 
shall be the property of the ‘com- 
pany and- shall be by them dealt 
with in accordance with the rules 
for the time being in force.” 


Out- of the net moneys distri- 
buted in respect of the chargeable 
accounting period ending on | 
30-6-1944, the gramaphone ¢om- 
pany received £17,265. The 
amount was taken into account ag 
part of the profits liable to be 
charged to excess profits tax in the 
assessment of the appellant com- 
pany. The appellant company 
contended that the sum was 
dividend and constituted the 
income from an investment within 
the meaning of the Finance (No. 
2) Act 1989 Schedule VII Part I 
para 6 (1). The Crown mainly 
contended that this payment was 
made by the Phonographic Com- 
pany not out of its profits, but as 
the Gramophone Company’s share 
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of the net amount of the proceeds 
received by the Phonographic 
Company, as agent for its 
members, from the issue of licences 
on their behalf. 


Lord Simonds and Lord Macder- 
mott held that the Phonographic 
Company, though, no doubt, a 
_ separate entity from its members, 
was formed to act and did act as 
agents for them and that the 
amount in question did not consti- 
tute “income from an investment”. 


“On behalf of the assessee, it was 

contended that if the Phono- 
graphic Company had heen a 
company limited by shares, such 
shares must be regarded as invest- 
ments having regard to the 
decision in Gas Lighting Improve- 
ment Co., Ltd. v. Inland Revenue 
Commissioners [ (1923) A.C. 723] 
and Inland Revenue Commis~ 
sioners v. Tootal Broadhurst Lee 
Co., Ltd., [ (1947) 2 All. E.R. 
409] and that the conclusion can- 
not be different just because the 
company is one limited by guaran- 
tee. Rejecting this contention, 
Lord Simonds observed that the 
same considerations may not in all 
respects apply to a company 
limited by shares as to one limited 
by guarantee; that the observa- 
tions of judges in the two decisions 
which were not directed to a 
company limited by guarantee 
must not be divorced from their 
context. He explained that these 
decisions were not to the effect that 
the shares in any and every 
company limited by shares must 
necessarily be regarded as an 
investment and that these deci- 
sions proceeded upon the view that 
ultimately the test must be which 
(if any) of its assets, having 
regard to the nature of the trade 
carried on by the assessed subject, 
a businessman would regard as an 
“investment”. AIl the judges 
agreed that this was the effect of 
the two decisions. 


agency, 


The decision how much any 
member should get was the 
decision of the Phonographic 
Company, an independent person 
in law. In view of this feature, 
Lord Reid doubted whether this 
case could properly be brought 
within the category of agency. He 
said it was not necessary to deter- 
mine this question. His view was: 
The question under the Statute is 
whether there was an investment. 
It may well be that where there is 
there is no investment, 
but it does not at all follow that if 
the case is nat one of agency it 
must, therefore, be one of Invest- 
ment. The only substantial right 
or interest which ihe Gramophone 
Company had in the Phonographic 
Company was the right to receive 
such part of that money as the 
Phonographic. Company might 
decide to pay to it. No business 
man would call that an invest- 
ment. Lord Normand agreed 
with this view. 


Lord Morton held that the 
question whether a particular 
receipt was income from an invest- 
ment must be decided on the facts 
of each case that the question must 
be approached from the stand- 
point of an intelligent man of 
business and that in the present 
case such a man, on being fully 
fnformed of the relevant facts 
would say: “This is not what I 
call income from an investment”. 


ie ¥ a 


Inland Revenue Commissioner vV. 
Silverts Ltd. 


[ (1950) 2 All. E.R. 271] 


The question in this case was 
whether the respondent company 
was one the directors whereof had 
a controlling interest therein 
within the meaning of Para II of 
Schedule IV of the Finance Act, 
1987 which restricted the extent 
to which, in the case of companies 
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‘whereof the directors have a 
controlling interest therein, the 
remuneration of directors may be 
treated as a deduction for arriving 
at the taxable profits of such 
companies for the purpose of 
profits tax assessment. 


The share capital of the com- 
pany was made up of 6000 A 
shares, 6000 B shares and 2000 C 
shares. Each of the A & B shar2s 
carried one vote, but C shares 
carried no voting rights. The 
6000 B shares were held by the 
managing director of the company. 
Out of the 6000 A Shares, 3500 
were registered in the name of one 
of the directors and 2500 in the 
name of another director which 
they held in trust for one Mr. Ross. 
A deed was thereafter made 
between Mr. Ross, the National 
Provincial Bank Ltd., and the 
aforesaid two directors by which 
Mr. Ross settled the 6000 B shares 
for the benefit of his son appoint- 
ing the Bank as the custodian 
trustee with such functions, duties 
and powers as appertained to a 
custodian trustee under the Public 
Trustee Act, 1906 and rules and 
regulations thereunder. Pursuant 
to a provision in this deed, the 
shares were transferred in the 
name of the Bank and the Bank 
thenceforth held the same in the 
capacity of custodian trustee. The 
two directors thereafter func- 
tioned as the managing trustees. 
Under the Public Trustee Act, the 
custodian trustee is to have the 
custody of the trust documents 
and securities, but the manage- 
ment of the trust property is 
vested in the managing trustees 
(in this case, the two directors) 
and the custodian trustee is to 
“concur in and perform all acts 
necessary to enable the managing 
trustees to exercise their powers 
of management or any other 
power or discretion vested in 
them....unless the matter in 
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which he is requested to concur is 
a breach of trust, or involves a 
personal liability upon him in 
respect of calls or otherwise....”’. 


The question arose whether the 
measure of control attached to the 
trust holding is to be regarded as 
vested in the two directors or in 
the Bank, the registered holder. If 
it is vested in the two directors, 
then, having regard to the 
managing director’s holding, the 
directors of the respondent com- 
pany have a controlling interest in 
it. Otherwise, they have not. 


Romer J. held that the Bank, as 
custodian trustee, must be regard- 
ed as a bare trustee as it had no 
independent will of its own in 
relation to the trust control, but 
was bound to operate it in accord- 
ance with the directions of the 
managing trustees and that in this 
view the company was one where- 
of the directors had a controlling 
interest. 


The learned judge observed that 
the object of Para II of the 


schedule was to prevent avoidance ' 


of profits tax by the expedient of 
directors, in director-controlled 
companies voting themselves 
excessive remuneration. If it 
were possible for directors to 
evade this restrictive provision by 
merédly transferring their shares 
into the hands of nominees, the 
provision would be rendered 
utterly ineffective. It is for this 
reason, tin the judge’s view, the 
court is both entitled and bound to 
look behind the register of the 
company concerned and see in 
whom the real control is vested. 


* * * 


Rajmal -Paharchand v. Commis- 
sioner of Income-tax, Hast Punjab 
—No. 2 [ (1950) 18 I.T.R. 1011] 


In this case, the East Punjab 
High Court explained in what 


cases leave will be @ranted tò 
appeal to the Supreme Court of 
India against the decision of the 
High Court on reference under 
Section 66 (1) of the Indian 
Income-tax Act. The right of 
appeal to the Supreme Court of 
India from such a decision is given 
by sub-section (2) of Section 66A 
and is confined to cases which are 
certified by the High Court to be 
fit for appeal to the Supreme 
Court of India. In considering 
whether the certificate should be 
granted or refused in any case, the 
sole question for determination is 
whether that case satisfies the 
requirements of Article 188 (1) 
(c) of the Constitution of India. 
The test to determine whether the 
case falls within Article 183 (1) 
(c) of the Constitution is to see 
whether the point involved is of 
great public or private importance 
and is of such a nature that a 
decision thereon might result in a 
precedent governing numerous 
cases. 





MEMBERS’ QUERIES 
Messrs. K. S. Sambiah and Mr, 


A. Ramaswami ïyer, Chartered 
Accountants, Tiruchirapalli, 
write— 


“Data: A member of the Ins- 
titute is holding a ‘Certificate of 
Practice’ and is practising the 
profession and is offering his 
services to the Public as such, in 
partnership with another fellow 
member, and in addition to such 
practice and with the blessings of 
his partner, is also employed as 
an Accountant in a Merchant 
Office for a monthly salary, allow- 
ance or fees or whatsoever it may 
be called. 


“Query: (1) Does the Law and 
Regulations permit the Council to 
demand full details of the employ- 
ment in the Merchant office, such 
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a3 Name of the employer, although 
the quantum of the emoluments 
may not be required? 


(2) In case the Office of the 
Council choose to consider that 
such member is ‘deemed not to be 
in practice’, can such an interpre- 
tation be not challenged by the 
aggrieved member before the. 
Council or if necessary before 4 
Court of Law? | 


(3) What offence or Deed of 
Misconduct could be ascribed 
against that member so as to dec- 
lare the Certificate of Practice of 
such member void, except that the 
poor member suppliments his 
otherwise lean Public Practice by 
doing Accountancy work for a 
merchant for remuneration? 


(4) If the answer to query No. 
3 above is none, is it not the wrong 
way of rubbing-in, if a member 
who wishes to practice the pro- 
fession and also have an employ- 
ment as Accountant in Merchant 
Office were to be marked down 
for ex-communication from being 
deemed to be in practice?” 


kw i om. 


Sri S. Ramachandran, Char- 
tered Accountant, Pollachi, 
writes— 


“A Public Limited Company 
issues a notice dated 20—12—’50 
for the meeting on 31—12—’50. 
The auditors report attached is 
dated 20—12—’50. The notice 
bears the local post mark of 
28-—12—’50 and delivery post 
mark of 29—12—’50. What is 
my duty as member of the Com- 
pany in view of the provisions of 
Section 76 and 131 fixing 14 days 
as the period of notice? 


Under similar circumstances 
another company issued notice by 
post reaching the member on the 
day prior to the meeting. <A 
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complaint was lodged with the 
Assistant Registrar of Joint Stock 
Companies, who obtained an ex- 
planation from the Company’s 
Secretary and forwarded it to 
the member. The explanation 
said that the clerk of the Company 
called several times at the house 
of the member for the service of 
' the notice but could not meet the 
member and so he sent the notice 
by post as a last resort. The 
absurdity of the explanation will 
be seen when it is known that the 
member to whom this notice was 
addressed is an old gentleman who 
never leaves the house at any time 
and remains in the front verandah 
of the house throughout the day. 
The matter was not further 
pressed because the company sub- 


sequently went into voluntary 
liquidation”. 
xe * * 


Sri Kailashilal Agarwal, Char- 
tered Accountant, Agra, writes— 


“Will a Chartered Accountant 
be deemed guilty of conduct ren- 
dering him unfit to be a member 
of the Institute where he issues a 
clean certificate (audit report) 
to the members of the company 
and addresses a separate report to 
the directors embodying the objec- 
tions raised by him in the course 
of his examination of the 
accounts ?” 


* * : * 
QUERIES IN TAXATION: 


An announced in the December 
issue of the Bulletin, this Section 
is introduced with a view to help a 
elucidation of taxation 


proper: 
matters for the guidance of 
members. But the views express- 


ed is not to be taken as authorita- 
tive. and, therefore, should not be 
quoted. . 3 

“Sri K. Ramaliñgam; Chartered 
Accountant, Ernakulam, writes :— 


- “Mr. X-is a loan creditor of a 
firm getting- a fourth share of 
profits -from- the -firm, over and 
above the usual rate of interest. 
The shares of profits given to the 
creditor is disallowed and the 
total income of the firm divided 
among the partners and assessed 
accordingly. Is Mr. X liable to pay 
tax on this share he receives from 
the firm, or is this to be included 
in his total income for rate pur- 
poses, or is this to be excluded 
from his total income as it is 
already taxed in the hands of the 
partners of the firm?” 


Reply :— 


“Much depends upon the actual 
terms of the agreement between 
the creditor and the firm borrow- 
ing the moneys. It appears that 
the compensation for the use of 
such moneys is measured by a sti- 
pulated rate of interest plus a share 
of profits. If the loan is granted 
without any security, there should 
be no difficulty in getting the whole 
amount so paid as a deduction, 
which could be claimed under 
Section 10(2) (xv) of the Act and 
then the question of the inclusion 
in the assessment of the credit 
would automatically be settled. If 
on the other hand the terms of 
agreement are of a nature which 
do not show the position as to 
compensation for the use of 
moneys, but bring into existence a 
co-sharing agreement for profits or 
in case the loan is given under 
some specific security, the position 
may be different and the amount 
may be disallowed. In such an 
event, a peculiar position would 
arise and the creditor would be 
receiving the amount by way of a 
distribution of share of profits, 
which would not be a share of 
income and for tax purposes as a 
partner in the undertaking. The 
argument that the disallowance of 
a sum in the assessment of the 
borrower should automatically yet 
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exemption in the hands of the 
recipients, would not be justified 
and-in the recipients’ assessments 
the authorities may claim to tax it 
as compensation of the moneys 
laid out. It is therefore desirable 
to pursue the question of deduction 
of the amount paid in the assess- 
ment of the borrowing firm itself.” 





CORRESPONDENCE 
Sri K. S. Sambiah,- Chartered 
Accountant, ~ Tiruéhirapalli, 
writes— SS 


“On more than one occasion the 
authorities have drawn the atten- 
tion of the members to the stipu- 
lation not to use the word 
‘Auditor/s’ anywhere to describe 
a member. 


“It would be a great service to 
members who practise the profes- 
sion of Auditors, especially in the 
Moffusil, amongst the local indige- 
nous merchants’ if you could 
announce what is the equivalent of 
“Chartered Accountant’, say, in 
Tamil, Telugu, or Canarese,-or how 
to spell it, 9° 7 


“Can one be sure that this 
couple of English words ‘Cnar- 
tered Accountant’ which appears 
to be the only permissible descrip- 
tion, has been popularised enough 
to be taken to have been adopted 
in the regional languages? 


“No doubt certain words like 
Pleader, Vakil, Advocate, Doctor 
are all in. vogue and easily ynder- 
stood by the Non-English speaking 
public in .the Moffusil. Similarly 
the word ‘Auditor’ is fairly 
commonly understood, and differ- 
entiated from ‘Kanakku Pillai’ the 
Accountant, and the profession of 
Auditors: has been fairly under- 
stood so..far. We- have had 
‘Auditors’ Certificate Rules of the 
Government of India’ untill 
recently specifically allowing the 
use of.the word ‘Auditor/s’ by the 
Registered Accountants. 
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“Recently the style of Chartered 
Accountant/s was adopted. If the 
word ‘Auditor’ is not to be utilised 
to describe an Auditor, one 
wonders whom else that word is 
meant to describe. 


“Any Enactment giving scope 
for the services of an Auditor 
refers to him as Auditor only and 
his work is called Audit. The 
members are supposed to have 
specialised “Auditing?” and they 
are always called “Auditors” by | 
the Public. - 


“Is there any way of getting rid 
of this - taboo of this. word 
‘Auditor’ ?” 


* x * 


sri A. Manjunatha Alse, Madras, 
writes— 


“In regard to_ the period of 
Articleship, a B.Com. with audit- 
ing as his special subject, is 
required to serve as an Articled 
Clerk for three years and is 
exempted from appearing for the 
First Examination. In a like 
manner, I suggest, that any gradu- 
ate who pass the First Examina- 
‘tion before entering as an Articled 
Clerk, should. also be required to 
serve only for ‘three-years”’. 


* pe ge Re 


Shri Amrit M. Shah, Bombay, 
writes— 


“Council has amply ‘amended the 
Chartered Accountants’ Rules, for 
training the Articled. Clerks. Till 
now the main qualification to take 
an Articled Clerk is a Fellow or 
an Associate, i.e., mere years in 
consideration. But the Council 
has neglected considering the qua- 
litative practice, i.e. whether the 
firm is capable of providing 
sufficient training ever after five 
years’ practice. The firm must 
have some public limited concerns. 
Otherwise they should not be 


allowed to take Articled Clerks. 
So, while registering the articles 
the Council should ask the detailed 
description of some practice and 
the rules must be amended to that 
extent”. 


* x + 


sri J. R. Sampat, 
writes— 


Bombay, 


“The decision of the council to 


|] raise final examination fees from 


‘Rs. 75 to Rs. 125 for students 


‘appearing for the first time in the 


said examination and to increase 
the fees of registration of articles 
from Rs, 10 to Rs. 30 has certainly 
the effect of an additional burden 
on the poor desirous of selecting 
professional career in Accountancy. 
The Council should explore other 
fields to increase its revenue 
rather than resort to tax the 
students especially of the poorer 
classes when the standard of 
specialized training in this branch 
of science is very low and poor 
in India as~compared with other 
Countries of the world”. 


EH ee amEEetettanl 


STUDENTS’ SECTION 
(a) Examinations. 


Elsewhere in this issue are 
published the names of candidates 
who have passed in the First and 
Final C.A. Examinations held in 
November last and also of candi- 
dates who have passed in only one 
part in the Final examination. It 
will be observed that out of 262 
candidates, who sat for the First 
Examination, only 11 candidates 
were successful. This reveals a 
poor standard of performance on 
the part of the candidates. The 
results are all the more staggering, 
when one realises that many of the 
students who sat for the examina- 
tion aré graduates of the various 
universities in India. In the Final 
examination, as against 282 candi- 
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dates, who sat for both the Groups, 
103 in Group I and 114 in Group 
Il, 74 candidates have been declar- 
ed successful, having passed in 
both the groups; 41 candidates 
have been declared to have passed 
in Group I and 24 candidates in 
Group II. This works out to 4.2 
per cent in the First Examination 
and 26.2 per cent in both the ` 
Chartered Accountants of India 15 
groups of the Final Examination. 
It will be admitted that compara- 
tively, the first examination is 
much easier than the final exami- 
nation and if people equipped with 
good general education should fair 
so badly in this examination, it can 
only mean that the candidates do 
not take the examination seriously. 
With the rrovisions as they are, 
permitting candidates with the 
requisite general education to take 
up articleship, independent of the. 
fact whether they have passed the 
first examination or not, will result 
in the candidates’ future being left 
in chaos, if they dod not take the 
first examination seriously, as 
completing the apprenticeship 
without passing the first exami- 
nation does not mean any qualifi- 
cation in the life of the apprentice. 
Another point that is brought out 
by this poor result in the first 
examination is that it is advisable 
for all candidates, whether they 
&re graduates or under-graduates 
to:sundergo-a proper course in 
coaching before they sit for the 
examination. With the equipment 
of a degree of an University and 
with a proper coaching in techni- 
cal subjects, it should be very easy 
for the candidates to get through 
the first examination. 


_ ky me 


Elsewhere in this issue a notifi- 
cation issued by the Council has 
been ‘pub’ished stating that the 
next First and Final examinations 
under the Chartered Accountants’ 
Regulations will be held at 
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Bombay, Madras, Calcutta and 
Delhi between the 15th and 18th 
May 1951 and that application for 
admission to the examination 
should reach the Secretary to the 
Council not later than the 165th 
March, 1951. 


(b) Special Articles: 


TYPICAL QUESTIONS AND 
ANSWERS IN AUDITING: 


(By Dr. Rustom C. Cooper, 
M.Com., Ph.D. (Econ.), A.C.A. 
A.S.A.A. (Hons.) 


Question No. 1: The accounts 
of a Limited Company as audited 
by you, show a large balance to the 
credit of Profit & Loss Account, 
but the Company’s bank balance is 
insufficient to enable a dividend to 
be paid. The directors are consi- 
dering proposals to raise money 
for this purpose by means of :— 


(a) A bank overdraft; or 


(b) An issue of debentures 
repayable in ten years; or 


(c) The issue of further share 
Capital. 


In what circumstances and to 
what extent, if at all, would you 
consider these proposals justified 
and how far would they concern 
you as auditor if carried out? 


If you prefer any other alterna- 
tive, state it briefly with your 
reasons. 


SUGGESTIONS FOR MODEL 
ANSWER: 


It is not proposed to furnish a 
ready-made solution. Please pre- 
pare your own ideal solution from 
the following suggestions intend- 
ed for your guidance :— 


(1) A rapidly expanding busi- 
ness may find that, despite 
. making profits, there is a 
shortage of liquid capital. 


(2) 


(3) 


(4) 


(5) 


The cash may have heen 


~ locked up in fixed assets, 


stocks, ete. Consider 
whether the shortage of 
capital is temporary or of a 
more or less permanent 
nature. 


In case of a public company, 
see whether it is a new 
concern or an established 
one. In case of a new 
concern it may often be 
more advisable to skip the 


dividend for the time being. 


In ease of an old company, 
it would be unfair to the 
investor not to declare a 
dividend, since he looks to a 
regular income rather than 
to capital appreciation. Also 
consider the probable effect 
of not declaring a dividend 
on the stock exchange quo- 
tation if the shares are 
being quoted. — ) 


With private companies the 
position may be materially 
different; the small number 
of private owners of the 
business may often be more 
likely to agree to leave the 
profits in the business. In 
case of a private company, 
the income-tax provisions 
requiring compulsory decla- 
ration of dividends should 
not be lost sight of. 


A short term loan is often 
sufficient where the short- 
age of liquid reseurces is 
purely temporary; e.g. in a 
seasonal business. Suitable 
security will be necessary 
and the amount to be 
borrowed must be within 
the limit of company’s 
borrowing: power. 


Where the cash shortage js 
likely to last some years, 
with prospects of the posi- 
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tion becoming easier in 
years to come, ten year 
debentures could be issued, 


provided the necessary 
security and authority 
exist. Some businesses do 


‘not readily lend themselves 


(6) 


to the issue of debentures 
owing to their peculiar 
nature; e.g. mining, ete. 


Where the concern is defi- 
nitely undercapitalised, the 
issue of further capital 
would be most desirable. 
If the past dividend record 
of the concern is ood, 
there should be no difficulty 
in issuing the new shares 
at a premium, thereby 
raising the requisite amount 
by a comparatively smaller 
increase in capital. This 
may facilitate maintenance 


~ of the normal rate of divi- 


7) 


(8) 


(9) 


dend. Capital Issue Con- 
trol Regulations should not 
be lost sight of. 


In every case, the prevalent 
rate of interest in the 
money market will be the 


most important factor to 
consider. High rate of 
interest may make it 


inadvisable to issue long- 
term debentures. 


The duditor will be con- 
cerned with the resulting 
entries in the financial 
books. He will also see. 
that the borowing is not 
ultra vires the articles and 
the new capital issue is 
within the limit of autho- 
rised capital. 


An alternative method 
would be to issue bonus 
shares out of the profits 
available for distribution. 
This igs a very desirable ` 
method of recapitalisation 
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of earnings where there is 


a permanent shortage 
of capital, or where 
borrowing is not practi- 


cable. In such a case, 
shareholders requiring cash 
may dispose of the bonus 
shares if the shares are 
being quoted on the stock 
exchange and realise money 
as if cash dividend was 
declared. Effect of a bonus 
share issue on the rate of 
future dividends will have 
to be considered. 


(10) If it is decided to raise 
more capital by issuing 
shares, as per the require- 
ments of Companies Act, 
the new shares should be 
offered in the first instance 
to the existing shareholders. 
Those who do not wish to 
apply may sell their rights. 
The possibility of issuing 
redeemable preference 
shares might also be consi- 
dered so as not to involve a 
permanent commitment. 


Question No. 2: When consi- 
dering the value at which Stock 
should be included in an Indian 
Company’s Balance Sheet, what 
would you understand by the 
terms “Cost” and “Market Price” 
respectively, as applied to raw 
materials invoiced in a fluctua- 
ting foreign currency and held in 
the country purchase on behalf 
of Indian Company? 


Suggestions for Model Answer: 


The main point involved in this 
question is the rate of exchange to 
be applied in the conversion of the 
purchase and the valuation of the 
market price of the stock on hand. 
The situation of materials is an 
important factor. If the gogds 
had been transported to India, the 


market price would be that ruling 
here in rupees. It will generally 
be found that the rupee market 
price of the materials does not 
fluctuate so rapidly as the conver- 
ted market price of the materials 
situated abroad. 


The term “cost” in relation to 
materials purchased and invoiced 
in a fluctuating foreign currency 
means the invoice cost converted 
at the rate ruling on the date of 
the purchase. If the fluctuations 
are not very considerable, the total 
purchases for each month may be 
converted at the average rate for 
the month. Otherwise, it may 
become necessary to convert every 
individual item. The rate at 
which invoices are paid is not so 
material. 


The term “market price” in 
relation to materials held for the 
purchaser in a foreign country 
means the local market buying 
price in that country converted at 
the rate ruling at the date when 
it is necessary to compute the 
the market price. 


taraia mammai ae 


PERSONAL NOTES 


Sri- K. R. Ramanyjam, Char- 
tered Accountant, has joined the 
service of Messrs. Parry & Co. 
Ltd., and is serving at their New 
Delhi Branch from lst January 
1951. 


+ * *% 

Sri Dilip Kumar Banerjee, 
B. Com., A. C. A., Chartered 
Accountant, (Membership No. 


1915) has been admitted as a 
Partner on and from Ist January 
1951 in the firm of Messrs. S. N. 
Banerjea & Co., Chartered Ac- 
countants, 10, old Post Office 
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Street, Caleutta—1. , The name of 
the Partnership firm remains 
unchanged. 


* mt * 


Sri K. B. Nijasure, Chartered 
Accountant, who was in the service 
of M. M. Nissim & Co., Chartered 
Accountants, has left the service 
of the firm and has started prac- ' 
tising independently under the 
firm name and style of Messrs. 
K. B. Nijasure & Co., Chartered 
Accountants, from ist May 1950 
at No. 114, Hindu Colony, Dadar, 
Bombay—14. 


w % w 


Sri S. M. Roy Chowdhury, Char- 
tered Accountant, has shifted to 
No. 3, Mangoe Lane, Caleutta—1. 


BUSINESS NOTICE 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative but not necessa- 
rily as authoritative as the resolu- 
tions of the Council would be. 


Every effort will be made to post 
a copy of this Bulletin free of 
charge to the registered address of 
every member -by the 20th of each 
month. Any change in the add- 
ress of a member should be uoti- | 
fied at once to the Office of the 
Council, 100, Gurdwara Road 
Hutments, New Delhi, and all com- 
munications relating to matters to 
be published in the Bulletin, such 
as correspondence, special articles 
and personal notes should be 
addressed to the Editor, Post Box 
No. 1854, Madras, —1l. 
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EDITOR’S NOTES 


Repeated appeals by the Editor 
do not seem to have much effect 
on the Members, as will be seen 
from the fact that there is no 
article either under the General 
Section or under the Students’ 
Section for publication in this 
issue of the Bulletin. With a pro- 
gramme of converting the Bulletin 
into a fullfledged journal from 
April, unless all the Members 
co-operate and contribute articles 
on interesting subjects, the pub- 
lication of the journal will be an 
impossible task. The usefulness 


k _ of inter-change of ideas amongst 
members through the 


columns 
of the Bulletin or the Journal, can- 
not be belittled and in the interest 
of the profession, it is necessary 
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that every member should do his 
part in improving the standard 
of the profession by voicing his 
thoughts through the columns of 
the Journal. The Editor, there 
fore once again appeals to all the 
Members to contribute articles, 
write about interesting topics and 
incidents which come to their 
knowledge and seek clarification 
of ambiguous points through the 
columns of the Journal. 


+ 4 * 


It has also been decided that 
when the Bulletin is converted 
into a Journal, it should be made 
available to non-members and the 
rate of subscription should be 
Rs. 10|- per annum, each copy 
being Re. 1|-. This would be of 
interest to apprentices and other 
students who wish to enter this 
profession in due course. 


ba * y 


A note by the Secretary of the 
Institute addressed to all the 
Members of the Institute regard- 
ing the form of Balance Sheet 
and Profit and Loss Account set 
out in the Schedule to the Bank- 
ing Companies Act is enclosed as 
a supplement to this issue, which, 
the Editor is sure, will be useful 
to the Members of the profession, 
who are connected with the audit 
of Banking Companies. 


* * * 


The Council has decided to pnb- ° 
lish the list of members as on Ist 
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April 1951,‘ with as exhaustive 
information as possible, having 
two sections—one alphabetical and 
another typographical and to make 
the list of Members as accurate 
as possible, the Secretary will be 
circulating shortly to all the 
Members a letter showing how 
the name of each Member is pro- 
posed to be published in the List 
of Members. Firm names and the 
names of partners will also be 
given in the book. Members are 
requested, to co-operate with the 
secretary in publishing the list 
correctly by intimating to the Sec- 
retary, whether the proposed pub- 
lication regarding each Member is 
correct, or if there should be any 
variation, give him the details of 
the change, promptly, so that 
there should not be any undue 
delay in the publication of the 
list after 31st, March. 


ve 


THOUGH IT HAS 


NOTIFIED THROUGH ‘THE 


_ BULLETIN THAT NOTICES 


REGARDING CHANGE OF AD- 
DRESS AND COMPLAINTS RE- 
GARDING NON RECEIPT OF 
COPIES OF THE BULLETIN 
SHOULD “BE ADDRESSED 
ONLY TO THE SECRETARY 
OF THE INSTITUTE AT NEW 
DELHI, THE EDITOR RE- 
GRETS TO NOTE THAT SUCH 
CORRESPONDENCE IS STILL 


“BEING ADDRESSED TO HIM 


BY MANY MEMBERS OF THE 
INSTITUTE. IT IS REQUEST- 
ED THAT THIS MAY BE 
AVOIDED IN FUTURE TO BN- 
SURE PROMPT ATTENTION 
OF THEIR CORRESPON- 
DENCE. 


NOTIFICATIONS BY THE COUNCIL. 


` No. 10-CA (6)|50, New Delhi, 
Dated 10th January 1951. 

In pursuance of Clause (3) of 
Regulation 10 of, the Chartered 
Accountants’ Regulations, 1949, 


it is hereby notified that the Ceri 
ficates, of Practice issued to the 
following gentlemen shall stand 
cancelled during the period showu 
against their names, namely :— 








Period during which the 


Certificate of Practice ` 


sha:l stand cancelled. 


1-}2-50 to 30- 6 5] 


12-12-50 to 30- 6-51 


Sl. Member- . 
No. ship No. Name. 
1 1434 Shri Dilip Kumar Sinha, 
11, Chandi Bose Lane, 
Calcutta. 
2 1848 Shri A. K. Parmeswara Rao, 
815, Mint Street, 
Madras-1. 
3 1870 Shri Goverdhandhai 
. Somabhai Patel, 
R. 37, Mohanlal Mansion, 
7 L. N. Road, Matunga, 
HOV OK Bombay, 19. 


16-12-50 to 80~ 6-51 


ve 
` - ™ a 
Fe ETL en a rn a a E S a a 


(Sd.) G. P. KAPADIA, ~ 
i President. 


BEEN ` 


` gulla, 


` February, 1951. 


No. 13-CA (83)|50, New Delhi, 
Dated 16th January 1951. 


With reference to the Notifi-- 
cation No. 12-A (1)|47 dated 29th 
November 1947 of the Ministry of 
Commerce, Government of India, 
it is hereby notified that in exer- 
cise of the powers conferred by 
Regulation 18 of the Chartered 
Accountants’ Regulations, 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 
16th January 1951, the name of 
Shri Venkata Ramiah, Mallimadu- 
Superintendent, Relief 
Audit Section, Office of the 
Acdesh, Nagpur. Membership No. 
1939). 


3t 


- 


(Sd.) G. P. KAPADIA, 
President. 


No. 18-CA (12)|50, New Delhi, 
the 3ist January 1951. 


With reference to the notifica- 
tion No. 12-CA (1)|50 dated the 
29th January 1950 of this Insti- 
tute, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 18 of the Chartered 
Accountants Regulations, 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 
27th day of January 1951, the 
name of Shri Curpoor Varada- 
chari Jagannath,’ cio. Messrs. P. 
Ramachandra Rao & Co., Chart- 
ered Accountants, 7th Line, 
Arundelpet, Guntur. (Membership 
No. 1944). 


G. P. KAPADIA, 
President. 


February, 1951. 


NOTIFICATIONS ANI) 
CIRCULARS BY THE 
GOVERNMENT OF 

INDIA l 


AND THE CENTRAL BOARD 
OF REVENUE: 


No. 127, New Delhi, Dated the 
18th October 1950. 


“INCOME-TAX”: In pursd- 
_ance of sub-section (4) of Sec- 
tion 5 of the Indian Income-tax 
Act, 1922 (XI of 1922), the 
“Central Board of Revenue directs 
that the following further amend- 
ment shall be made in its notifi- 
cation No. 82—Income-tax dated 
the 9th November 1946, namely :— 


In the Schedule appended to 
the said notification for the sub- 
head “VII-Central Provinces and 
Berar’ and the Ranges and the 
Income-tax Circles specified 
against them, the following sub- 
head, Ranges and Income-tax 


Circles shall be substituted, 

namely :— 

VU—MADHYA PRADESH AND 
BHOPAL. 
NAGPUR: 


1. Income-tax Circle, Nagpur. 
2. Salary Circle, Nagpur. 

8. special Circle, Nagpur. 
4 


Wardha. 


AKOLA: 
1. Akola. 
2. Amravati. 
8. Yootmal. 
4, Khamgaom. 
5. Khandwa. 


JABALPUR: 
1. Jabalour. l 
2. AZAT. 
3. Chhindwara. 
4. Daigarh. 
5. Rajnandgaom. 

6. Raipur. 

Bhopal. 


PYARE LAL, 


Secretary, Central Board of 
`” Revenue. 


- 


No. 125—New Delhi, dated the 
21st October 1950: 


“INCOME-TAX”: ‘It is notif- 
ed for general information that 
the `Central Government are 
pleased to approve the institution 
mentioned below for the purpose 
of sub-section (1) of Section 15-B 
of the Indian Income-tax - Act, 


1922 (XI of 1922.) 
BOMBAY: 


392—~Girdharilal Dosabhai Pa- 
rikh, General Hospital, Visnagar. 


PYARE LAL, 


Deputy Secretary to the 
Government of Indta. 


ka wt x 


No. 120, New Delhi, dated the 
21st October 1950. 


“INCOME-TAX”: It is notified 
for general information that the 
Central Government are pleased 
to approve the institutions men- 
tioned below for the purpose of 
gsub-Section (1) of Section 15-B 
of the Indian Income-tax Act, 
1922 (XI of 1922) 


UTTAR PRADESH: 


889—Shri Janki Devi Bharat 
Mahila Seva Sadan, Agra. 


390—-Mayavati Charitable Hospi- 
tal, Almora. 


391—The Eye Hospital, Sitapur. 


PYARE LAL, 


Deputy Secretary to the 
Government of India. 
% X * 


No. 129, New Delhi, dated the 
18th November 1950. 


“INCOME-TAX”: In exercise 
of the powers conferred by sub- 
section (1) of Section 59 of the 
Indian Income-tax Act, 1922, (XI 
of 1922), the Central Board of 
Revenue is pleased to direct that 
the following further amend- 
ments shall be made in the Indian 
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Income-tax Rules, 1922, the same 
having been previously published 
as required by sub-section (4) of 
the said Section, namely :— 


“In the said Rules— . 


(i) In Rule 16 of the word and 
“figures “Rs. 1,600”, the word 
and figures “Rs. 3,000” shall 
be substituted.” 


(ii) In Rule 17 for the word and 
figures “Rs. 1,600’, wherever 
they occur in the certificate at 
the end of the form, the word 
and figures “Rs. 3,000” shall. 
be substituted. 


PYARE LAL, 
Secretary Central Board of 
a Revenue. 
* i * * 


No, 139, New Delhi, the 9th 
December 1950. 


“INCOME-TAX”: In  pursu- 
ance of sub-section (4) of Sec- 
tion 5 of the Indian Income-tax 
Act, 1922 (XI of 1922), the 
Central Board of Revenue directs 
that the following further amend- 
ments shall be made in its Notifi- 
cation No. 82—Income-tax dated 
the 9th November 1946, namely: 
- In the Schedule appended to 
the said Notification— l 
(i) Under the sub-head 
‘1—Madras’— 
(a) For the existing entries (8) 
to (11) under Madras ‘A’ 


Range, the following entries 
shall be substituted, namely: 


(8) Conjeevaram 
(9) Vellore 
(10) Salem 
(b) For the existing entries 
(6) to (8) under Madras ‘B’ 
Range, the following enur ee 
shall be substituted, 


(6) Cuddapah 
(7) Chittoor 
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(ii) Under sub-head ‘II-Bombay 
City — 


(a) after entry ‘B-III Ward’ 
` under Bombay ‘D’ Range, the 
entry ‘Special Survey Cirele 

IP shall be added, 
(b) after entry ‘C-II Ward’ under 
Bombay ‘G’ Range, the entry 
‘Special Survey Circle P 3hall 
be inserted, and . 


after entry ‘E-Ward’ under 
Bombay ‘H’ Range, the entry 
‘Special Survey Circle HI 
shall be inserted. 


(c) 


(iii) Under sub-head ‘V-West 


Bengal’— 
(a) after entry ‘8-Central Cir- 
cle (IY under Calcutta ‘A’ 


Range, the following entries 
shall be added, namely : 


9, Special Survey Circle III 
10. Special Survey Circle IV 


(b) after entry  ‘8-Howrah’ 
under Calcutta ‘P’ Range, the 
entry ‘9-Special Survey Circle 
IV’ shall be added; 


after entry ‘5—Companies 
District I’ under Calcutta ‘C’ 
Range, the following entries 
shall be added, namely: 


6. Special Survey Circle VI 
7. Special Survey Circle VII 


(c) 


(d) after entry ‘5-District (II 
(1)’ under Calcutta ‘D’ 
Range, the following entries 
shall be inserted namely :— 


6. Special Survey Circle I 
7. Special Survey Circle II 


Existing entries ‘6’ and ‘7’ 
shall be renumbered as ‘8’ and ‘F. 


*8-Cooch-Behar’ 
E Range, 


(e) after entry 
under Calcutta 


the entry ‘9. Special Survey 
Circle VIIP shall be added. 


—PYARE LAL, 
Secretary, Central Board 
; of Revenue. 
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No. 145, New Delhi, dated the 
12th December 1950. 


“INCOME-TAX”: ‘In pursu- 
ance of sub-section (4) of Sec- 
tion 5 of the Indian Income-tax 
Act, 1922 (XI of 1922), the Cen- 
tral Board of Revenue directs 
that, with effect from the 12th 
December. 1950, the following 
further amendments. shall be 
made in the Schedule appended 
to its Notification No. 32- -In- 
come-tax dated the 9th Novem- 
ber, 1946, namely :— 


In the said Schedule :— 


(i) For the sub-head ‘I-Madras’ 
the sub-head ‘I-Madras and 
Mysore’ shall be substituted 
and under this sub-head 
after entry ‘(10) Salem’ 
against Madras Range the 
following entries shall be 
inserted, namely :— 


(11) 
(12) 
(13) 
(14) 
(15) 
(16) 
(17) 
(18) 
(19) 


Bangalore (Urban) 
Bangalore (Rural) 
Salary Circle, Bangalore. 
Tumkur 
Devangore 
Hassan 
Mysore 
Shimoga 
Kolar 


(ii) For the sub-head ‘X- 
Mysore - cum - Travancore- 
Cochin’ and the Ranges and 
Income-tax Circles specified 
thereunder the 
sub-head, Ranges and In- 
come-tax Circles shall be 
substituted, namely :— 


following 


} 
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X-Travancore and Cochin: 
1. Ernakulam 

2. Irinjalakuda 

3. Trichur 


Ernakulam ‘B’ 
1. Mattanchery 
2. Alwaye 
3. Alleppey 
4, Kottayam 


Trivandrum : 
1. Nagercoil 
-~ 2. Trivandrum 
3. Mavelikara 


4. Quilon 
PYARE LAL, 
Secretary, Central Board 
of Revenue. ` 
oe * = 


No. 149—New Delhi, dated the 
15th December 1950. 


“INCOME-TAX”: In pursu- 
ance of sub-section (6) of Section 
5 of the Indian Income-tax Act, 
1922 (XI of 1922), the Central 
Board of Revenue directs that the 
followng further amendments 
shall be made in its notification 
No. 13— 
Income-tax dated the 12th Febru- 
ary 1949, namely. 


In the schedule appended to 
the said notification— 


(i) In column 2 against serial 
number 46, the words ‘The 
Military Accountant-General 
(Pay), Simla’ and ‘The 
Assistant Director of Audit, 
Defence Services, Ambala’, 
shall be omitted; 


(ii) Item No. 54 shall be omitted; 
(iii) For serial number 57, the 


following shall be substi- 
tuted, namely :— 


February, 1951. 
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PYARE LAIN, 


Secretary, Central Board of Revenve. 


* = * 


No. 148 New Delhi, the 16th 
December 1950. 


“INCOME-TAX”: It is notified 
for general information that the 
Central Government are pleased 
to approve the institutions men- 
tioned below for the purposes of 
sub-section (1) of Section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


UNITED STATE OF 
SAURASHTRA: 


401. Samaldas 
nagar. 


402. Bahaudhin College, Juna- 
gadh. 


403. Dharmendrasinhji College, 
Rajkot. 


College, Bhav- 


PYARE LAL, 


Deputy Secretary 
To the Government of India. 


* * + 


No. 140 New Delhi, the 16th 
December 1950. ` 


“INCOME-TAX”: It is noti- 
fied for general information that 
the Central Government are 
pleased to approve the institution 
mentioned below for the purposes 
of gub-gection (1) of Section 15-B 


* x +% 


of the Indian Income-tax Act, 
1922 (XI of 1922). 


ASSAM: 


400—Dibrugarh Hanumanbux 
Sumajmall Kanoi College, Dib- 
rugarh. 


PYARE LAL, 


Deputy Secretary 
To the Government of India. 


* * + 


No. 151—-New Delhi, the 28th 
December 1950. 


“INCOME-TAX”: In pursuance 
of sub-section (4) of Section 5 of 
the Indian Income-tax Act, J922 
(XI of 1922), the Central Board 
of Revenue directs that with effect 
from the 1st January 1951, the 
following further amendments 
shall be made in its notification 
No. 32—-Income-tax dated the 9th 
November 1946, namely :— 


In the Schedule appended to the 
said notification under the sub- 
head ‘VII-A -Punjab, Himachal 
Pradesh, Bilaspur, Patiala and 
East Punjab States Union’ for the 
Ranges and Income-tax Circles 
mentioned against them, the fol- 
lowing Ranges and Income-tax 
Circles shall be  gubstituted, 
namely :— 
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AMRITSAR: 
(1) Amritsar. 
(2) Hoshiarpur. 
(3) Gurdaspur. 
(4) Jullundur. 


AMBALA: 
(1) Ambala. 
(2) Simla. 


(8) Salaries Circle, Simla. 
(4) Karnal. 
(5) Ludhiana. 


ROHTAK: 
(1) Rohtak. 
(2) Hissar. 
(3) Ferozepur. 
PATIALA: 
(1) Patiala. 
(2) Bassai. 
(3) Jind. 


(4) Sangrur. 
(5) Mahendragarh. 
(6) Barnala. 
(7) Kapurthala. 
' (8) Bhatinda. 
~ PYARE LAL, 
Secretary, Central Board of 
Revenue. 


* ha * 


No. 150—-New Delhi, dated the 
80th December 1950. 


“INCOME--TAX”: In exercise 
of the powers conferred by sub- 
section (1) of Section 59 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 


Revenue directs that the follow-, 


ing further amendments shall be 
made in the Indian Income-tax 
Rules, 1922, the same having been 
previously published as required 
by sub-section .(4) of the said 
Section, namely :— 


In rule 36-A of the said Rules-— 


1. In the form of Application 
for Refund of Income-tax Super- 
tax set out in sub-rule (a)— 


(i) in the declaration, for 
the words, brackets and 
3 figures ‘a British subject 


+ 
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(see note 2)|subject of 
b ssivere dead State, being a 
State in India or Burma 
(see note 8)’, the words, 
brackets and figures’ a 
citizen of India|British 
subject (see notes 2 and 
8)’, shall be substituted: 
Gi) for Notes 1 and 3, the 
following Notes shall res- 
pectively be substituted, 
namely : 


“NOTE 1: The above dec- 


laration shall be sworn 


(a) before a justice of 
Peace, a Notary Public 
or Commissioner of 
Oaths, if the applicant 
for refund resides in 
any part of the Com- 
monwealth outside India 
(b) before a British 
Consul if he resides else- 
where”, and 


“NOTE 3: If the appli- 
cant is neither a citizen 
of India nor a British 
subject he should delete 


the first sentence in the ' 


above verification”. 


2. In the form of Application 
for Refund of Income-tax/Super- 
tax set out in sub-rule (b)— 

(i) iw the declaration, for 
the words, brackets and 
figures ‘a British subject 
(see Note 1)/subject of 
being a 

State, in India or Burma 
(see note 2)’, the words, 
brackets and figures ‘a 
citizen of India|British 
subject (see notes 1 and 
2)’ shall be substituted: 
(ii) For note 2, the following 
note shall be substituted: 

‘NOTE 2: If the appli- 
cant is neither a citizen 
of India: nor a British 
subject he should delete 


+ 
a 


the rst sentence in the 
above verification.’ 


PYARE LAL, 
Secretary, Central Board of 
Revenue. 
x ñ xs 


No. 1 of 1951, New Belhi, dated 
the 25th January 1951. 


Subject:—Evacuee property— 
left in India and Pakistan— 
application of section 9 of the 
Income-tax Act in relation to 
such property. 


Under Section 9 of the Income- 
tax, Income from property is 
chargeable in the hands of the 
owner of the property. In the 
case of an evacuee as defined in 
section 2 (d) of the Administra- 
tion of Evacuee Property Act, 
1982 (No. XXXI of 1950), his 
property vests in the Custodian 
under Section 
Having regard to this position, 
the Board has decided that from 
the date of vesting of an evacuee 
property in ‘he Custodian (this 
date can be ascertained from the 
Custodian concerned) its income 
should not be included in the total 
income of the evacuee, but should 
be assessed in the hands of the 
Custodian. The Custodian will not 
be assessed on the aggregate in- 
come of all property vested in him, 
but separate assessments will be 
made on him under Section 41 (1) 
of the Indian Income-tax Act in 
respect of the rental value of the 
whole property of which the eva- 
cuee was the owner immediately 
before the date of vesting. Assess- 
ments already completed should be 
revised accordingly under section 
385 of the Income-tax Act (Section 
2 (d) and 8 of the Administra- 
tion of Evacuee Property Act, 
1950 are reproduced below). 


2. As the position of evactuee 
property left in Pakistan and vest- 
ed in the Custodian under sectien 


8 of that Act. 
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6 of the Pakistan (Administration 
of Evacuee Property) Ordinance, 
1949 with effect from ist March 
1947 is similar, the Board has 
decided that in the assessments of 
non-muslim evacuees of Pakistan 
now in India, the income from pro- _ 
perty left in Pakistan, from Ist 
March 1947 should be excluded 
altogether and should not be taken 
into account even for rate pur- 
poses. The assessments for 
1948-49, 1949-50 and 1950-51 in 
which any income has been includ- 
ed should be rectified under section 
35 of the Income-tax Act. 


PYARE LAL, 
Secretary, Central Board of 
Revenue. 


5. 2 (d): 
any person, 


“Hvacuee meang” 


(i) who, on account of the ` 
getting up of the Domi- 
nions of India and Pak- 
istan: or on account of 
Civil disturbances or the 
fear of such distur- 
bances, leaves or has, on 
or after the 1st day of 
March, 1947, left, any 
place in a State for any 
place outside the terri- 
tories now forming part 
of India, or 

(ii) who is resident in any 
place now forming part 
of Pakistan and who for 
that reason is unable to 
occupy, supervise or 
manage in person his 
property in any part of 
the territories to which 
the Act extends, or whose 

_ property in any part of 
the said territories has 
ceased to be occupied, 
supervised or managed 
by any person or is being 
occupied, | supervised or 
managed. by an unautho- 
rised person, or 
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(iii) who has, after the 14th 
day of August 1947, 
obtained, otherwise then 
by way of purchase or 
exchanga, anv right to, 
interest in ox benefit frum 
any property which is 
treated as evacuee or 


abandoned property 

under any law for the 

x time being in foree in 
Pakistan; 

EXPLANATION: For the pur- 


pose of sub-clanse (jii). the acqii- 


sition of any vight to, interest in 
or benefit from any such property 
as is referred to in that sub-clause 
by a firm, private limited company 
or trust of which any person or 
any member of the family of such 
person wholly dependent on him 
for the ordinary necessaries of 
life is a partner, member or bene- 
ficiary, as the case may be, shall 
be deemed to be an acquisition 
that person within the meaning 
of that sub-clause. 
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5. 8. VESTING OF EVACULE 
PROPERTY IN THE CUSTO- 
DIAN: 


(1) Any property declared to 
be evacuee property under section 
7 shall be deemed to have vested 
in the Custodian for the State,— 


(a) in the case of the pro- 
perty of an evacuee 48 
defined in sub-clause (i) of 
clause (1) of Section 2, 
from the date on which he 
leaves or left any place in 
a state for any place outside 
the territories now forming 
part of India; 


“ 


The following Associate Members were admitted during the month of January 1951. 


RS Full Name 

ship No. 

1932 | Arvind Dattatraya Gupte 

1983 * Madhukar Vaman Kanekar 

1984 * Kambhamettu Venkata Subba Rao 
1935 Joseph Herbert 

1936 * R. S. Venkateswara lyer 

1937 “ Pravat Chandra Banerjee 

1938 ~ Bishen Sahai Vidyarthi 

1939 (R)* Mallimadugulla Venkataramiah 


1940 * Vallabhdas Muljibhai Shah 
1941 “ 0O. Thomas 

1942 * K. Venkatachalam ae 

1948 * A. Varadachari l 

1944 (R) Curpoor Varadachari ET 





Place Enrolment 
Date of 
Bombay 4—1—51 
Bombay 10—1— 61 
Eluru ii—i--51 
Bombay 11—1—51 
Bombay ` 13—1—51 
Calcutta 16—1—51 
Gwalior 16—1—51 
Nagpur 16—1—51 
Ahmedabad 18—1—51 
Kottayam 24—1—651 
i Trivandrum 24—1—51 
Pudukotah 24—1—5I 
Guntur 24—1—-51 


“ Denotes holding Certificate of Practice. 
(R) Denotes restored to membership. 


x we 


The following Fellows 
January 1951. 


were 


a 


i * * 


admitted during the month of 


Membership et pe ae ee eee 


Name in full 


No. 

650 Shri Jagat Bandhu Maulik 

705 Shri Bomanshaw Nadir- 
shaw Pardiwalla 

481 Mr. Ian Birell Wilson 

867 Shri Ramadas Balaganga- 
dharan 

876 Shri Susil Kumar Ganguly 

927 Shri Kamal Chandra Ku- 


mar 


Place 


IRI EIERERINEUIREAMHINL ett Sy 


Calcutta-1 


- 


Bombay 


` Bombay 


Madras. 
Caleutta-18 


Calcutta 


REN en TI EE I A SE TNE I NT a NH A 
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(b) in the case of the property 
of an evacuee as defined in 
sub-clause (ii) of clause 
(d) of Section 2, from the 
15th day of August 1947, 


and 


(c) in the case of any other 
property, from the date of 
the notice given under sub- 
section (1) of Section 7 in 
respect thereof, 


~ 
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MEMBERSHIP— (Contd. ) 





Member- 
ship No. 
1008 Shri — 


Name in full 


Chimanlal Chunilal 
Shah 

* Shri Rama Mani 

Shri Jagannath Sharma 

Shri, Bibhuti Bhusan Chak- 


ravarti 


294 
1038 
361 


535 


-248 Shri Jamshed Rustomji 
Kanga 

738 Shri Girija Kumar Bhat- 
tacharyya 

771 Shri Parvataneni Sambiah 

1018 Shri Manindra Chandra 
Poddar 


* Denotes not in practice. 


* * x 


_* Shri Sanjib Chandra Guha ` 


Place. 


Ahmedabad. 
New Delhi 
Kanpur. 


Calcutta 
Calcutta-13 


Bombay 


Caleutta-6 
Madras. 


Calcutta-l 


x * * 


STATISTICS FOR THE MONTH OF 
JANUARY, 1951 


Associates admitted 


11 
Fellows admitted 15 
_ Associates Restored aan 
Certificates of Practice issued.— 
Associates 16 
Fellows N 27 
Termination of Membarshin .. Nil 
Cancellation of Certificates of Practice.— 
Associates (converted into fetal ; 9 
Cancelled by Notification of 10-1- 5l. 3 
Fellows es 05 .. Nil 
Articles aa eeeeed à a .. Bİ 
Articles cancelled Nil 
Audit Clerks registered 54 


Audit Clerks’ registration ameet.. 1 


LEGAL NOTES 


V. VR. N. M. Subbayya Chet- 
tiar v. Commissioner of Income- 
tax, Madras— (1951) 19 I. T. R. 
168. (The Supreme Court of 
India.) ; 


The appellant, the kartha of a 
joint Hindu family, had been 
living in Ceylon with his family. 
He carried on business in Colombo 
and he owned a house, some im- 
movable property and investments 
in British India, He had also 


shares in two firms sitvated jn 
British India. In the year of 
account 1941-42 to which the asg- 
sessment related, the appellant is 
said to have visited British India 
on several occasions and the total 
period of his stay in British India 
was 101 days. During such stays, 
he personally attended to a liti- 
gation relating to the family lands 
both in the trial Court and in the 
Court of appeal. He was also 
attending to income-tax proceed- 
ings relating tò the assessment of 
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the family income, appearing 
before the Income-tax authorities 
at Karaikudi and at Madras. He 
did not produce the file of corres- 
pondence of the business in 
Colombo so as to help the income- 
tax authorities to determine 
whether the management and 
control of the business was situat- 
ed in Colombo. 


On these facts, the Income-tax 
Appellate Tribunal, reversing the 
view taken by the Income-tax 
Officer and the Appellate Assost- 
ant Commissioner, held that no 
act of management or control was 
exercised by the appellant within 
the meaning of Section 4A (b) of 
the Indian Income-tax Act. The 
Madras High Court, however, held 
that the Tribunal had misdirected 
itself in determining the questian 
of “residence” of the family and 
that on the facts proved, the con- 
trol and management of the affairs 


_of the family could not be held to 


have been wholly situated outside 
British India (15 I. T. R. 502). 
Against this decision, the assessee 
appealed to the Supreme Court of 
India. 


The Supreme Court observed 
that the provision contained in 
section 4A (b) appeared to be 
based very largely on the princi- 
ples applied in England to cases 
of corporations and explained them 
as follows :— 


1. The locality of the residence 
of a fictitious person can only be 
determined by asking where is 
the head and seat.and directing 
power of the affairs of such per- 
gon. 


2.. Mere activity by a company 
in a place does not create residence 
with the result that the compary 
may be residing in one place and 
doing a great deal of business in 
another. . 


8. The central management 
and control of a company may he 
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divided and it may keep house and 
do business in more than one 
place and if so, it may have more 
than one residence. 


4, In case of dual residence, it 
is necessary to show that the com- 
pany performs some of the vital 
organic functions incidental to its 
existence as such in both the 
places, so that in fact here are iwo 
centres of management. 


The Supreme Court further 
stated as follows :— 


“It appears to us that these 

. principles have to be kept in 
view .in properly construing 
Section 4A (b) of the Act. The 
words used in this provision 
clearly show firstly, that, nor- 
mally, a Hindu undivided family 
will be taken to be resident in 
the taxable territories, but such 
a presumption will not apply if 
the case can be brought under 
the second part of the provision. 
Secondly, we take it that the 
word “affairs” must mean 
affairs which are relevant for 
the purpose of the Income-tax 
Act and which have some rala- 
tion to income. Thirdly, in 
order to bring the case under 
the exception, we have to ask 
whether the seat of the direc- 
tion and control] of the affairs of 
‘the family is inside- or outside 
British India. Lastly, the word 
“wholly” suggests that a Hindu 
undivided family may have more 
than one “residence” in the 
same way as a corporation may 
have”. 


Considering the facts of the 
particular case before them, the 
Supreme Court held that the fact 
‘that the assessee had a house in 
British India where his mother 
lived and the fact that he had to 
stay in British India for 101 days 
in a particular year and took part 
in the litigation and income-tax 
proceedings did’ not necessarily 


.as mentioned above. 


lead to the conclusion that the seat 
of management-and control of the 
affairs of the family was in British 
India. The Supreme Court how- 
ever dismissed the appeal on a 
different ground. The assessee had 
not produced the file of correspon- 
dence with the business in Colombo 
The Court 
held that the onus of proving 
facts, which would bring the a3- 
sessee’s case within the exception 
provided by che latter part of 
Section 4A (b), was on the asses- 
see and as he had not discharged 
that onus by placing all the mate- 
rial evidence before the depart- 
ment, the family must be presumed 
to be resident in British Inda 
within the meaning of Section 
4A (b). 


x% * * 


Howson (Inspector of Tares) 
y. Monsell—(1950) 2 All England 
Law Reports 1289. (Chancerv 
Division. ) 


The taxpayer’s wife was an 
authoress and was entitled to the 
copyright in her books. She was 
receiving income from the copy- 
right. She granted the right to 
reproduce two of her books for 
cinematograph films and in consi- 
deration thereof received lump 
gums. The Commissioners held 
that these sums were receirts of a 
capital nature and were exempt 
from tax. Danckwerts, J. of the 
Chancery Division, reversed the 


decision of the Commisioners and . 


held that the said sums were 
chargeable as they had been 
received by the taxpayer’s wife by 
virtue of her work and in the 
course of her vocation. 


+ 


* * * 


The Frontier Bank Limited, In 
re— (1951) 21 Comp. Cas 1: 
(Punjab High Court.) 


In this case a Full Bench of the 
Punjab High Court had to consi- 
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der the question whether the Court 
had jurisdiction under Section 153 
of the Indian Companies Act to 
sanction a scheme of arrangement 
in respect of a company which had 
its registered office in Pakistan 
and which veomplied with the 
yequirements of Section 277 of 
the Act. 


Khosla and Kapur JJ. held that 
the Court had jurisdiction while 
Harnam Singh J. pronounced a 
dissenting judgment. 


section 276 in Part IX of the 
Act provides thut “an unregister- 
ed company shall not, except in 
the event of its being wound up, 
be deemed to be a company under 
this Act and then only to tne 
extent provided by this Part”. 
Section 153 is not in Part IX 
Section 153 (6) reads as follows: 
“In this section the expression 
“Company” means any company 
liable to be wound up under this 
Milera” 


Khosla, J. took the view: that 
Section 158 (6) provides an ex- 
ception to the provisions of See. 
tion 276 and the general rule Jaid 
down in Section 276 is not 
absolute. Therefore, if a foreign 
company has complied with the 
requirements of Section 277 and 


‘is to be treated as an unregistered 


company for the purposes of Part 
IX of the Act, it is a company 
liable to be wound up within the 
meaning of Section "153 (6) and, 
therefore, a scheme of arrange- 
ment can be sanctioned in respcct 
of such a company. 


Kapur, J. fook the view that 
Section 158 (6) enlarges the 
definition of the expression “rom- 
rany?” and brings within its 
ambit all companies which can be 
wound up under the provisions of 
the Indian Companies Act which 
would include fereign companies. 


+ 
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The conclusions arrived at by 
the dissenting judge are stated in 
his judgment as follows :—- 


(1) Section 276 of the Act 
renders inapplicable to unregis- 
tered companies the whole except 
Parts IX and V of the Act; 


(2) The provisions contained in 
‘ Section 158 of the Act are not 
' provisions with respect to the 
winding up of àa company and.-that 
being so the application of Section 
158 to a foreign company is ex- 
cepted by Section 276 of the Act; 


.(8) The expression “Liable to 
be wound up” in Section 158 (C) 
is not interchangeable with the 
expression ‘‘can be wound up” aad 
that the special definition of the 
company given in Section 153 (6) 
of the Act renders inapplicable 
the provisions of Section 153 to 
companies which are not exposed 
to being wound up under Section 
162 or Section 203 of the Act; and 


(4) The Court not having juris- 
diction in Pakistan has no juris- 
diction to sanction a scheme of 
arrangement with respect to a 
company having its registered 
office in Pakistan. . 


-me 


* x * 
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The State of Tripura v. The 
Province of East Bengal— (1951) 
19 J. T. R. 182. ' (The Supreme 
Court of India.) 


The plaintiff who was the Ruler. 
of the State of Tripura held a 
garoindari. in the Province of 
Bengal. Under the Bengal Agri- 
cultural Income-tax Act, 1944, the 
Income-tax Officer, Dacca Range, 
sent a notice to the "Manager of 
the zamindari calling upon him to 
furnish a return of the total 
income from lands in the Estate 
used for agricultural purposes. 
Thereupon the State instituted a 
suit in the Sub-court of Dacca 
against the Province of Bengal 


within that Province. 


and the Income-tax Officer, con- 
testing the validity of the notice 
and claiming a declaration that the 
Act, in so far as it purported ‘to 
impose a liability to pay agricul- 
tural income-tax on the plaintiff 
as a Ruler of en Indian State was 
ultra vires and void, that in any 
case the notice served by the Officer 
was void and no assessment could 
be made on the basis of such notice 
and praying for a perpetual in- 
junction to restrain the defendant 
from taking any steps to assess 
the plaintiff to “agricultural 
income-tax. 


The suit was transferred to the 
Sub-court at Alipore and while it 
was pending there, the partition 
of India took place. Under the 
provisions of the Indian Indepen- 
dence Act, 1947, the new Province 
of East Bengal was formed as 
part of the Dominion of Pakistan 
with effect from August 15, 1947. 
The zamindari in question fel] 
The In- 
come-tax Officers name was 
struck off the record at the plain- 
tiff’s instance as not being a neces. 
sary party .to the suit. The 
Province of Hast Bengal was 


substituted as the defendant in the’ 


place of the Province of Bengal. 
A preliminary issue was raised 
whether the Court at Alipore 
which was within the Dominion of 
India had jurisdiction to hear the 
suit or make an order of injunc- 
tion against the Province of East 
Bengal. l 


While the suit was pending, the 
Income-tax Officer, Comilla Range 
(East Bengal) who proceeded 
with the assessment levied a tax 
the recovery of which was defer- 
red under orders of Court pending 


-the decision of the preliminary 


issue. 


The Caleutta High Court held 
that the Court had no “jurisdie- 
tion to try the suit. Against the 
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decision, an appeal was filed to 
the Supreme Court. 


Kania, C. J. Patanjali Sastri, 
Chandrasekhara Aiyar and Mu- 
kherjea, JJ. upheld the jurisdic- 
tion of the Court, but Faz! Ali, J. 
dissented from this view. 


The question as to jurisdiction 
had to be considered with refer- 
ence to article 12 (2) of the Indian 
Independence (Rights, Property 
and Liabilities) Order 1947. Arti- 
cle 12 (2) provides as follows :— 


“Where any Province from 
which property, rights or liabi- 
lities are transferred by this 
Order is, immediately before the 
transfer a party to legal pro- 
ceedings with respect to that 
property or those rights or lia- 
bilities the Province which 
succeeds to the property, rights 
or liabilities in accordance with 
the provisions of this Order 
shall be deemed to be substitut- 
ed for the ther Province as a 
party to those proceedings aud 
the proceedings may continue 
accordingly.” 


The Court took the view that, as 
the suit in question cannot be said 
to have been instituted with res- 
pect to the property transferred, 
namely, the zamindari estate, the 
appellant could not rely upon the 
transfer of that property from the 
Province of Bengal to the Pro- 
vince-of East Bengal. Nor was 
there any transfer of “rights” 
‘such as was contemplated under 
that article. 


The question next arose whether 
there was a transfer of any “ia- 
bility” by the Order as contem- 
plated by article 12 (2). On this 
point, all the Judges, except the 
dissenting Judge, held that the 
service of the notice requiring a 
return of income to be furnished 
for assessment under the Act was 


~ 
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a step fraught with serious conse- 
quences to the plaintiff and if the 
proposed assessment was illegal 
and unauthorised by reason of the 
Act itself being ultra vires in so 
far as it purported to make the 
Rulers of the Indian States liable 
to taxation thereunder, the service 
of such notice marked the com- 
mencement of a wrongful act 
against the plaintiff by the Ben- 
gal Government under colour cf 
the Act and that such a wrongful 
act is actionable in the sense that 
an action would lie in a Civil 
Court for an injunction restrain- 
ing its completion. They differed 
from the Calcutta High Court 
which assumed that the phrase 
“liability in respect of an action- 
able wrong”? connoted only a Jia- 
bility for damages for a completed 
tortious act and that by initiating 
the assessment proceedings, the 
Income-tax Officer had not com- 
mitted an actionable wrong. The 
majority of the Judges in the 
Supreme Court held that the 
words ‘are apt to cover the liability 
to be restrained by injunction 
from completing what on the 
plaintiff’s case was an illegal or 
unauthorised act already com- 
menced. They neld that the Pra- 
vince of East Bengal succeeded to 
a liability in respect of an action- 
able wrong other than a breach of 
contract to which the Province of 
Bengal was subject and the 
Province of East Bengal must 
therefore be deemed to be substi- 
tuted for Bengal as a party to the 
suit and on that basis the suit 
must continue in the Court of the 
Subordinate Judge in Alipore 
which had jurisdiction to proceed 
with it. 


It was contended that even 
assuming that the service of the 
notice calling for a returu of 
income was a wrongful act, it was 
not “actionable” as Section 65 of 
the Act barred suits in Civil 
Courts “to set aside or modify 


any assessment made under ihis 
Act”, This contention was 
answered by stating that the suit 
in question was not a suit to set 
aside or modify, an assessment 
made under the Act as no assegs- 
ment had yet been made when it 
was instituted. 


Faz} Ali, J. the dissenting 
Judge, took the view that the 
mere issuing of a notice under 
Section 24 of the Act by the 
Income-tax Officer cannot be held 
to be an actionable wrong because 
no right known to law can be said 
to have been infringed thereby. 
Assuming that the Government 
exceeded its powers or acted 
under invalid provisions of law, 
the plaintiff may have a declara- 
tion to that effect, but the act 
complained of cannot be said to be 
a tortious act, but even assuming 
that it was, the issue of the notice 
was in the exercise of the powers 
conferred by the Act in relation to 
the Sovereign rights of the Crown 
and the Crown or the State i3 not 
answerable for even negligence or 
tortious acts of its officers clone 
in the course of their official 
duties imposed by statute, except 
where the particular act was spe- 
cifically directed and the Crown 
profited by its performance. No 
acion for damages can be main- 
tained in respect of such an Act. 
No. “liability for an actionable 
wrong” was thus involved in the 
suit and no liability in respect of 


such a wrong could therefore be. 


said to have been transferred to 
the Province of East Bengal 
within the meaning of article ‘10 
(2) of the Indian Independence 
(Rights, Property and Liabilities) 
Order 1947 so as to entitle the 
plaintiff to continue the suit 
against the defendants of East 
Bengal. 


~ 


Fazi Ali, J. further held that 
the latter part of Section 65 which 
provides. that “no suit or other 
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proceeding shall lie against any 
officer of the Crown for anything 
done in good faith..”. excluded 
the jurisdiction. of the Court to 
prevent the Income-tax Officer 
from proceeding with an assess- 


ment which had already pean 
started. 
i x 
Arig-Bainbridge v. Turner 


Manufacturing Co., Ltd.— (1950) 
2 All England Law Reports 1178. 
(King’s Bench Division.) 


The company entered into an 
agreement with its sales manager 
under which the sales manager 
was to be paid inter alia “a com- 
mission of one-tenth of one per 
cent. on turnover up to £500,000 
and a commission of one-twentieth 
of one per cent. on turnover above 
£500,000 of the company’s annual 
business to commence with the 
next financial year.....” The 
company was zarrying on certam 
Government contracts and these 


. contracts were subject to a break 


clause. Under the break clause, 
-the Government Department was 
entitled either to call for the com- 
pletion of the articles or part of 
the articles manufactured for 
which fair and reasonable prices 
would be paid or to call for re- 
duction of manufacture and con- 
centration on the completion of 
parts already partly manufactured 
and to hand over all unused mate- 
rial at fair and reasonable prices. 
The contracts also provided that 
in cases of hardship a reasonable 
allowance should be paid to the 
company. Before the sales mana- 
ger was appointed the company 
had received notices under the 
break clause and during the first 
two years of the employment, the 
company received sums represent- 
ing lump sum, settlements for 
articles taken 3ver and claims for 
hardship made under the break 
clause. The question arose 
whether the sales manager wes 


& 
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entitled to claim that these sums 
should be included in the turnover 
for the purpose of determining the 
commission payable. The Court 
held that these sums were part of 
the turnover of the company’s 
annual business as this expression 
would include all sums received 
and receivable during the year as 
a result of the company’s trading 
-= whether normal or abnormal. 


* x * 


Ganeshdas Kaluram v. Com- 
missioner of Income-tax—(1961) 
19 J. T. R. 102. (The Orissa High 
Court.) 


This is a case decided by a 
Division Bench of the Orissa High 
Court. The assessee was a yarn 
dealer of Cuttack town and was 
assessed to income-tax at the rate 
of 1214% gross profits by the 
Income-tax Officer, though the 
accounts submitted to the Income- 
tax Authorities disclosed a profit 
of only 744%. In making the 
assessment the Income-tax Officer 
was influenced by the following 
factors, namely :— 


(1) the assessee kept a mixed 
account for all varieties of yarn 
which rendered proper check 
impossible; 


(2) he sold Rs. 2 lakhs worth 
of goods for cash to unnamed per- 
sons; and 


(8) the neighbouring shop- 
keepers dealing with the sume 
kind of goods showed a profit of 
15%. 


The assessee’s method of ac- 
counting was mercantile and there 
was no doubt about the method or 
about the reduction of the profits 
of the business from the method 
employed. A question therefore 
arose as to whether, when there 
was no doubt about the method of 
accounting but the Income-tax 
Officer had reasons to disbelieve 
a portion of the accounts ag faise 


and fictitious, he could legally 
apply the proviso to Section 13. 
On this question, judicial opinion 
is not uniform, but the Court 
took the view that it was not 
necessary to zo into the question, 
because in such circumstances 
section 28 (3) alone would em- 
power the Income-tax Officer to 
assess the assessee. 


As regards Section 28 (8), the 
Court held that it is open to the 
Income-tax Officer to take into 
account other materials that may 
come to his knowledge apart from 
the accounts submitted by the 
assessee. Doubtless principles of 
natural justice require that the 
assessee should be given an or- 
portunity to.rebut any inference 
that may be drawn against him 
from such other materials and 
though for that purpose the 
Income-tax Officer is not bound to 
disclose the actual source of infor- 
mation, he should indicate to the 
assessee that he intended to use 
the additional material against 
him and give him an opportunity 
to have his say regarding if. In 
this case the assessee was given 
an opportunity to rebut the 
inference arising against him 
from the high profits shown by 
the neighbouring shop-keepers, 
and he did put forward an expla- 
nation which was however reject- 
ed by the lower Courts. The 
Court therefore came to the con- 
clusion that there was no illegality 
in the assessment. 





MEMBERS’ QUERIES 


sri B. K. Sengupta, Chartcred 
Accountant, Calcutta, writes :— 
. “I shall be highly obliged if you 
kindly enlighten me through the 
columns of the Bulletin whether 
a practising member of the Insti- 
tute who is a partner of a firm of 
Chartered Accountants ig entitled 
to give public notice as contem- 
plated in Section 82 (3) of the 
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Indian Partnership Act, 1932, to 
avoid his liabilities to third 
parties for any act done by the 
firm after his retirement. For 
your ready reference I am repro- 
ducing the relevant provision of 
the Act: 


“32 (3): Notwithstanding the 
retirement of a part- 
ner from a firm, he 
and the partners con- 
tinue to be liable as 
partners to third 
parties for any act 
done by any of them 
which would have 
been an act of the 
firm if done before 
the retirement, until 
public notice is given 
of the retirement”. 


“If such public notice attracts 
the provisions of clause (e) of the 
Schedule to the Chartered Ac- 
countants Act, 1949, how a retir- 
ing partner should avoid the 
mischief of Section 32 (e) of the 
Indian Partnership Act, 1982?” 


x = * 


With reference to the query 
raised by Sri Kailashilal Agarwal, 
in the January 1951 issue of the 
Bulletin, Mr. K. S. writes :— 


“While the authority to decide 
whether an act of a member could 
be deemed as one to make him 
guilty of conduct, rendering him 
unfit to be a member, is a High 
Court of the Union, in the writer’s 
opinion, if the objections embodied 
in the report are of such a nature 
as to make the Balance Sheet 
represent an incorrect state of 
affairs without it, then he opens 
himself for such a position in case 


. he gives a clean certificate”. 


* * ¥ 


With reference to the query 
raised by Mr. S. Ramachandran 
of Pollachi, in the January 1951 
issue of the Bulletin, Sri S. V, 
writes ;— 
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“While there is the authority of 
the House of Lords in Smyth v. 
Darley for the view that every 
member is entitled to notice of a 
general meeting and the omission 
to give due notice therefore inva- 
lidates the meeting, there is no 
provision in the Indian Companies 
Act casting any duty on any mem- 
ber of the company, if the com- 
pany does not give notice as 
provided in Section 79 and 181. In 
other words, the member has a 
right to invalidate the meeting, 
but there is no duty”. 


aaeeea 


CORRESPONDENCE 


Sri K. L. Agarwal, Chartered 
Accountant, Agra, writes :— 


“In January issue, Shri Amrit 
M. Shah, Bombay, in connection 
with the training of the Articled 
Clerks, has complained that the 
Council has not considered whe- 
ther the firm engaging an Articled 
Clerk is capable of providing 
sufñcient training and has sug- 
gested that the Council, while 
registering the articles, should 
ask the detailed description, of 
practice and that the rules must 
be amended to that extent.’ To 
this he is referred to regulation 35 
of the Chartered Accountants’ 


Regulation, 1949 which provides- 


that ‘A Chartered Accountant en- 
titled to train articled clerks 
under these Regulation shall, 
before accepting a person for 
service under articles with him, 
satisfy himself that that his pro- 
fessional practice or........... 

is suitable for the purpose of en- 
abling him». to train  articled 
clerks’. In my opinion this is an 
adequate provision and should be 
honestly acted upon by all mem- 
bers while taking articled clerks.” 


me * * 


Sri D. N. Rau, 
writes :— 


Madras, 


~~ 


“Chartered Accountants’ Eza- 
mination Results :” 


“The results of the First and 
Final Examinations of the Char- 
tered Accountants of India, held in 
November 1950 and published a 
few days back, are very appalling 
and discouraging. It is hard to 
believe that the candidates, after 
having served a fairly long period 
of apprenticeship and acquired 
sufficient practical knowledge 
could not come up to the prescrib- 
ed standard. The percentage of 
passes allowed by the Society of 
Incorporated Accountants and 
Auditors and the Institutes of 
Chartered Accountants of England 
and Wales and other bodies range 
between 35 and 50. Even the 
Engineering and Medical Exami- 
nation results in the Madras State 
are also in the neighbourhood of 
40 per cent. It is no exaggeration 
to say that some candidates give 
up the Accountancy profession 
altogether after several unsuccess- 
ful attempts at the examinations, 
even discarding a long period of 
articles and consequential worry 
and expense. The Council may 
well adopt the policy of its sister 
institutions in other countries in 
regard to results and raise the 
percentage of passes, especially of 
the First Examination and save 
the candidates from severe dis- 
appointments a number of times. 
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Sri Ramesh Chandra Bhar- 
gawa, Chartered Accountant, 
Lucknow, writes, complaining that 
it is high time Government con- 
sider taking steps to redress the 
grievance of tenants of buildings 
in the matter of allowance for re- 
pairs to land-lords. He feels that 
the Act should be so amended to 
provide for allowance for repairs 
being restricted to actual cost of 
repairs incurred by land-lords. 

* ¥ x, 


Sri Biswajit Sen, Calcutta, 
writes :— 
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-“T do not know whether the 
members of the profession are 
seriously thinking about the pros- 
pect of growing under-employ- 
ment amongst the Chartered 
Accountants. The erstwhile 
lucrativeness of the profession 
attracted a large number of pro- 
mising youngmen, so much that at 
present every Chartered Account- - 
ant entitled to train articled clerks 
has to refuse almost daily new 
applicants for taking in as articled 
clerks or even as audit clerks and 
on any condition. The result is 
that the number of the Chartered 
Accountants is fast growing in a 
geometrical progression, but new 
avenues are not being opened pro- 
portionately to this growth. Pre-- 
viously the dearth of qualified 
Accountants enabled every mem- 
ber of the profession to enter into 
practice and a good number of 
clients were available without 
much effort. But the present 
growth of the profession has 
outnumbered the proportionate 
increase in business and industrial 
activities. So it is quite natural 
that fewer and fewer new mem- 
bers will take certificate of prac- 
tice, but instead they will have to 
find out suitable employment not 
derogatory to the dignified status 
of the profession. 


At present the scope of such 
employment is restricted to com- 
mercial enterprises. It is unfor- 
tunate and surprising that our 
Government is not yet fully appre- 
ciative of the enormous amount of 
expert services which the Chart- 


‘ered Accountants can render. It 


is quite in fitness of the things 
that recruitment in the Income- 
tax, Audit and Accounts Service, 
Railway Accounts and Military 
Accounts Departments should be 
made on a first preference from 
the Chartered Accountants. The 
present system of appointment 
through Union Public Service 
Commission examinations is not 
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because in such-an examination, 
candidates with literary genius or 
with knowledge of history, philo- 
sophy, physics, chemistry ete. 
without having any sense of 
Accountancy can show better 
results than a Chartered Accoun- 
tant candidate. Thus the fittest 


man is not appointed for the fittest 


. job. A competitive examination 
may be necessary, but subjects of 
such an examination should be 
.. changed. 


The new. and prospective 
entrauts into the profession fer- 
vently hope that the Institute will 
take up their case -and impress 
upon the Government of the advi- 
sability of appointing right man 
for the right job.” 
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Pyare Lal Sud, Chartered Ac- 
countant, Saharanpur, writes aee 


“With` reference to your reply 
to the query of Sri K. Ramalin- 
gam published at page 14 of your 
January 1951 issue, I have to 
„invite your kind attention to 
Finance Department Notification 
No. 878-F dated 21—38—22 as 
amended by Notification No. 8 
dated 24—3-—-28 (Published at 
page 258 of Income-tax Manual— 
Ninth Edition) and am inclined 
to feel that X is not liable to pay 
any tax on the share he receives 
from the firm, although this share 
shall be taken into account for 
determining his total income, and 
rate of tax”. ` l 


nan a na aaa a 


` STUDENTS’ SECTION 

A case for the formation of the 
Chartered Accountants Students’ 
Society in India—By Biswajit 
Sen, B. Com. (C.A. Passed.) 


“There is no wonder why the 
average fresh entrants into the 
profession are remarkably poor in 
their- originality and creative 
faculty. The present system of 


practical training in our country 
through a required period of arti- 
cleship only is quite unsatisfactory 
and not up to the mark for 
making such a trainee: a future 
responsible member of a dignified 
profession like Chartered Ac- 
countants. There should be no 
denying of the facts that at pre- 


sent circumstances iprevailing in 


most of the Chartered Account- 
ants’ firms in India, the articled 
clerks do not find much scope for 
their initiative and for full, reali- 


sation of their original creative 


faculties. Monotonous drudger of 
routine works are done by them 
and the articled clerks find their 
works no better than the routine 
work of a clerk. Excepting in a 
few firms variety in professional 
works (like taxation, formation of 
new companies, liquidation and 
Audit of special institutions like 
Ranks, Insurance Companies, 
Manufacturing companies etc.) is 
very rare and the trainees have to 
learn through books only the 
technicalities of audit and accoun- 
tancy work. It is very unfortunate 
that in spite of the privilege of 
the formation of the autonomous 
body of the Institute of Charter- 
ed Accountants of India, attention 
has not yet been given to improve 
the standard of training and 
means of teaching of the future 
members of (C.A. students) of 
the profession. 


May I suggest for the serious 
consideration of the students and 
of the Council of the Institute, the 
formation of Chartered Account- 
ant Students’ Societies at least in 
Caleutta, Bombay, Madras and 
Delhi. In the U. K. taking part in 
the activities of the students’ so- 
cieties is thought to be an essential 
part of the study and training. 
The Society of the Incorporated 
Accountants make it obligatory 
upon an articled clerk to join the 
students societies of his district 
and the Institute of Chartered Ac. 
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countants, though not regulating 
to make it compulsory insist upon 
such joining. 

These societies exists for tne 
benefit of the articled clerks. 
Their activities constitute an im- 
portant part of the training for 
membership and they -have the 
active support of leading members 
of the profession. 


Lectures form a valuable sup- 
plement to the vital practical 
training. In most areas tuition 
classes are arranged by joint 
Committees representing the stu- 
dents and the district societies of 
the Institute. 

! 

Student societies maintain lib- 
raries, which give to an articled 
clerk facilities for the use of a 
comprehensive selection of books 
relating to the profession and 
encourage him to read as widely 
&s possible. 


Opportunities for articled clerks 
to meet each other and discuss 
their problems and social function 
of a cultural nature design to 
broaden the students’ outlook. 


I am not aware of other parts 
of India, but in: Calcutta I know 
of an association of C. A. articled 
clerks; and though I became as- 
sociated with it during the later 
part of my articleship, I have 


‘found that this association has 


miserably failed in creating even 
any minor enthusiasm amongst 
the students, due mainly to its in- 
activity. Its members are very 
few and perhaps 90 per cent of 
the Calcutta C. A. students do not 
even know of its existence. 


Such a failure is bound to hap- 
pen without any official patronage 
given by the Institute. Though 
the need for such student societies 
must be felt from within by the 
students themselves but the res- 
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ponsibility of the institute in this 
respect cannot be denied. The 


employers also have got some, 


responsibilities. They are to en- 
courage’ the students working 
under them to join in the activi- 
ties of such societies. Like the 
U. K., the senior member -of the 
profession may also encourage the 
students’ societies by becoming 
non-student members and atten- 
ding meetings and taking part in 
the . discussions. It should be 
clearly understood that the objects 
of such societies should never be 
entering into politics, but should 
only be of an academic interest. 
Such societies should never be 
looked upon as militant trade- 
unions. 


The financial aspects of form- 
ing such societies should be con- 
sidered seriously. If the societies 
are to function effectively and 
efficiently some initial few thou- 
sands of rupees will be required 
for furnishing the office, purcha- 
sing books for the library, 
legal ‘expenses for registering the 
Societies ete. It is not unjustified 
to expect that the Council will not 
hesitate to spend generously for 
" such a cause which will raise the 
standard of efficiency of its mem- 
bers. Moreover, from the first 
year’s Income and Expenditure 
Account of the Institute, it is seen 
that a sizable surplus has accrued 
and it is confidently expected that 
such financial solvency will conti- 
nue in future also. The recurring 
cost for functioning the societies 
should, I think, come from the 
members themselves, provided the 
non-student members also join it 
for encouragement”. 





SPECIAL ARTICLES 
_ COMPANY LAW TOPICS: 
ALTERATION OF THE 
OBJECTS CLAUSE IN THE 
MEMORANDUM OF 
ASSOCIATION: 


(By Dr. Rustom C. Cooper, 
M.Com., Ph. D. (Econ.) A.C.A. 
A.S.A.A. (Hons.)) 


This is a topic on which ques- 
tions are often asked in the 
Company Law Paper. The follow- 
ing facts would be worth noting: 


A Company has no unfettered 
right to alter the “Objects” 
Clause in the Memorandum of 
Association, however urgent or 
beneficial such alteration may be. 
section 12 of the Indian Compa- 
nies Act gives only a‘limited right 
to alter the objects clause. Sub- 
section 1 of Section 12 is most 
important in this connection and 
candidates ought to know it by 
heart. 


If the proposed alteration does 
not fall within the provisions of 
sub-section (i) of Section 12, the 
fact that the Company has ap- 
proved it by a special resolution 
or has even unanimously approved 
of it, will not give jurisdiction to 
the Court to sanction the same. 
The Act also requires a special 
procedure to be followed for 
effecting such alteration which 
must also be studied thoroughly. 


Typical Cases: 


1. Where a company was incor- 
porated for the purpose of invest- 
ment and loans and it was found 
that the business of the company 
could be more conveniently carried 


on with less restricted borrowing 


powers and that additional powers 
of a guarantee and finance com- 
pany would enable the company 
to carry on business more 
efficiently, the Court allowed the 
alteration of Memorandum. 


2. Similarly, where a company 
was incorporated for insuring 
cargo and freight, an alteration 
of the Memorandum was allowed 
so as to include assurance of ship’s 
respondentia, bottomry and risks 
in transit on land. 

3. A marine Insurance Com- 
pany was allowed to alter its 
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Memorandum by adding fire, life 
and accident assurance to its busi- 
ness, it being proved to the Court 
that the proposed addition would 
be advantageous to the existing 
business of the Company: 


4. However, in one case, a com- 
pany was incorporated for the 
purpose of assisting and protect- . 
ing riders of bicycles on public 
roads. A proposed alteration of 
the Memorandum to include all 
vehicles, including motor cars, was ` 
disallowed. The real test is that 
the alteration in the memorandum 
contemplated must not substan- 
tially change the business of the 
company. The business must be 
left as before, with only such 
changes in the mode of conducting 
it as would enable it to be carried 
on more economically or more 
efficiently. 


5. In a recent'case the Court 
held that the additional business 
which a Company by alteration of 
its Memorandum may carry on 
may be wholly different from and 
bear no relation to the then exist- 
ing business of the company, 
provided it is capable of being 
conveniently and advantageously 
combined with it and is not des- 
tructive or inconsistent with the 
existing business. 


6. A company limited by gua- 
rantee was formed with ‘the pri- 
mary object of encouraging and 
improving the breeding of poultry. 
The Memorandum and Articles 
prohibited payment of remunera- 
tion to or division of profits among 
the members of the governing 
body. The business of the com- 
pany having increased, the govern- 
ing body’s duties became much 
greater than before. Consequéntly 
the Company passed a special 
resolution altering the memoran- 
dum for providing remunera- 
tion for the governing body and 
sought the confirmation of the 
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Court of the same. The Court 
held that the alteration tended 
to destroy certain essential attri- 
butes of the company. It cannot 
be regarded as an alteration of 
the ebjects of the company, but 
went to the real constitution and 
the fundamental object of the 
company and therefore could not 
be allowed. 


Procedure for alteration of “Ob- 
jects” clause: 


This is also very important and 
the candidates should master the 
following points of procedure: 


1. The company should pass a 
special resolution sanctioning 
the alteration.- 


2. A petition has then to be 
made to the Court to confirm 
the alteration. 


3. The Court, before it confirms 


the alteration, must be satis-- 


fied that sufficient notice hias 
been given to every deben- 
ture-holder of the company 
and all other persons whose 
interests will be affected by 
the alteration. i 


4. The Court has also to see that 
every creditor of the com- 
pany who objects to the alte- 
ration has been paid off or 
secured that his consent to the 
alteration has been” duly 
obtained. 


5. The Court, in confirming the 
alteration, must have regard 
to the rights and interest of 
the members of the company 

- as well as to the rights of the 
creditors of the company. 


6. The Court may, if it thinks 
fit, adjourn the proceedings, 
in order that a satisfactory 
arrangement may be arrived 
at for buying up the interests 
of the dissentient members 


and may give all directions, A.M.I.I.A. (Lond.) (Member- 
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orders and facilities as are 
necessary, to carry out the 
arrangement. 


7. The Court must also consider 
whether the proposed altera- 
tion in the objects is allowable 
under Section 12 of the Act. 


“= 


8. After having considered all 
the above matters, the Court 
may make an order confirm- 
ing the ‘alteration, either 
Wholly or in part, and on 


such terms and conditions as. 


it thinks fit. 


~9. The Court may also make 


such order as to costs of the 
petition as it thinks fit. 


` On confirmation of the altera- 
tion by the Court, a certified cory 
of the Order confirming the alte- 
ration, together with a printed 
copy of the Memorandum should 
be filed by the company with the 
Registrar within three months of 
the date of the order. The Regis- 
trar will register the same and 
certify the registration under his 
hand. The certificate is the con- 
clusive evidence that all require- 
ments of the Act with respect to 
the alteration of the ‘Objects 
Clause’ have been complied with. 


Ot Sp Mill 


PERSONAL NOTES: 


sri M. Venkataraman, Charter- 
ed Accountant, has taken Mr. W. 
Martis, A.C.A., Chartered 
Accountant as a partner from 20th 
December 1950 and the firm are 
practising at No. 25, Bank Street, 
Fort, Bombay, under the name and 
style of Venkataraman and Martis, 
Chartered Accountants. 
x X% * f 

Sri R. S. V. Iyer, A.C.A., 
F.I.C.W.A., A.C. W. A. (Lond.Y 


by 5. Suryanarayan, F.C.A. 
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ship No. 1936) has set up practice 
in the name of R. S. V. Iyer & Co., 
Chartered Accountants, 28-24, 
Noor Building, Opp. B. B. & C. I. 
Railway Station, Dadar, Bombay 
—]4. 


4 * * 


Sri Padamsi Haridas Gagwani, 
F.C.A., has ceased to be a part- 
ner in the firm of Devidas Vithal- 
das & Co., Chartered Accountants, 
16, Appollo Street, Bombay, 1 as 
from 31st December 1950. 


* * 4 


Sri A. S. Narayan and Sri T. 


Subbarama Raju, have set up 
practice under the firm name and 
style of Ramnarayan & Co., at No. 
5, Linghi Chetty Street, Madras 
—], 


BUSINESS NOTICE: 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 


are informative, but not neces- -> 


sarily as authoritative as the 
resolutions of the Council would 
be. 


Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 
ments, New Delhi, and all com- 
munications relating to matters 
to be published in the Bulletin, 
such as correspondence, special 
articles and personal notes should 
be addressed to the Editor, Post 
Box No. 1854, MADRAS—1. 


Road, Madras. Edited & Published 
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EDITOR’S NOTES 

A Bill has been brought in 
Parliament to further amend the 
Indian Companies Act, 1913, with 
a view to vest in the Central 
Government new powers to inves- 
tigate into the affairs of Compa- 
nies, take suitable proceedings 
and to provide for contro! and 
management of companies in case 
of mismanagement. 


In the statement of objects and 
reasons, the Government state 
that the constant complaints, thet 
in many companies Directors and 
Managing Agents have abused 
their position in order to promote 
their own interests at the expense 
of the shareholders, have impair- 
ed public confidence in joint 


stock companies, caused consider- 
able loss of revenue to Govern- 
ment and interfered with Govern- 
ment’s industrial programme and 
that the existing provisions in the 


. Indian Companies Act are inade- 


quate to remedy the situation. 
The only remedy now open to the 
public is-to make an application 
under Section 138, requesting the 
Government to appoint inspec- 
tors to investigate the affairs of 
the company and to report to the 
Government and the only remedy 
even to the Government is under 
section 141A to refer the matter 
to the Advocate General or the 
Public Prosecutor, who will cause 
proceedings to be taken if he. con- 
siders fit to do so. These pro- 
ceedings will be prolonged and. 
will take a number of years and 
in the meanwhile the manage- 
ment will continue in the same 
hands. Hence a new remedy is 
sought to be devised by the 
Government without any loss of 
time to prevent further mis- 
management and to control the 
affairs of the company. 


The Bill proposes to introduce 
a new Section 138A under which 
the Central Government shall 
aproint an inspector or inspectors 
to investigate the affairs of the 
company ard report thereon if it 
is required by a special resolution 
of the company or by the Court. 
The Government may also do sọ 
if there are circumstances sugges- 
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ting that the business of the com- 
pany is. being conducted with 
intent to defraud the creditors or 
oppressively or for a fraudulent 
or unlawful purpose or that there 
has been fraud, misfeasance or 
‘misconduct by the officers or that 
its members have not been given 
- all the information with respect 
to its affairs which they might 
reasonably expect. 


. The provisions of Section 141A 
are sought to be enlarged by intro- 
ducing an additional clause to 
empower the Central Government 
to bring on the basis of the inves- 
tigation report, proceedings. for 
the recovery of damages in res- 
pect of fraud, misfeasance or 
other misconduct in connection 
with the formation of the com- 
pany or the management of its 
affairs or for the recovery of any 
property of the company mis- 
applied or wrongfully retained. 


A New Section is to be inser- 
. ted as Section 141B empowering 
the Central Government, in case 
of fraud, mis-appropriation, mis- 
conduct, mismanagement, mis- 
feasance or breach of trust by 
Directors or the Managing Agents 
of any company, to take over con- 
tro] and management of the affairs 
~of any company and to appoint a 
. Committee of Management to take 
charge of the management and 
control the affairs of the company 
and all its assets. 


x *x * 


On the evening of the 28th 
February 1951, Sri C. D. Desh- 
muk, the Finance Minister of the 
Indian Union, presented his bud- 
get for 1951/52 in Parliament. 
He announced in Parliament new 
taxation' proposals which, if given 
effect to, would have the effect 
of converting a deficit of Rs. 5.54 
crores in the budget into a gur- 
plus of Rs 25.61 crores. Ex- 
plaining the considerations which 


the Minister took into account in 
formulating the proposals, he 


said, firstly additional resources 


have to be raised for leaving the 
Government with a sufficient 


closing balance at the end of the - 


budget year and secondly the 
deficit has to be covered to the 
largest possible extent so as to 
avoid .the generation of further 
inflation. He further said that 
at a time when inflationary condi- 
tions exist, it must be the aim of 
the Government to adjust the 
money supplied to the available 
supply ‘of goods and service by 
drawing off as much as possible 
of the purchasing power in the 
hands of the community either by 
taxation or by borrowing and that 
the Government ought to aim at a 


surplus budget taking the 
Revenue and Capital, budget 
together. In the light of these 


remarks, he went on explaining 
to the house that the substantial 
deficit of Rs. 88 crores in the bud- 
get for 1951/52 cannot be left 
wholly uncovered as it will reduce 
the cash balance of the Govern- 
ment at the end of the budget 
year to Rs. 12 crores. In his 
view, the closing balance of the 
Government should be something 
of the order of Rs. 50 crores and 
he has set the minimum limit to 
the amount of fresh resources as 
the additional amount required 
for raising the balance to Rs. 50 
crores at the end of 1951/52. 
As in the view of the Finance 
Minister, so far as borrowing is 
concerned, in view. of the diff- 
cult conditions prevailing in the 
Capital market, he feels that 
there is little scope for bettering 
the estimate of Rs. 140 crores of 
total borrowing, provided in the 
budget. He has no other alter- 
native, but to turn to the tax- 
payer to help him out. 


The proposals in brief are— 


(1) Supertax on limited com- 
panies, in the shape of. Corpora- 


- 
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tion tax, to be increased -by one 
quarter anna from two and half 
annas to two and threé-quarter 
annas. a ae 


(2) A levy, exclusively--for pur- 

pose of the centre, a small sur- 
charge of 5 per cent on all 
Incometax and Supertax rates, 
excluding the Corporation Tax 
mentioned above. 


(3) An enhanced surcharge of 
5 per cent on all items of import 


_ Schedule, except such of them as 


are governed by specific agree- 
ment. 


(4) An export duty on ground- 
nut kernel of Rs. 80 per ton. 


(5) Increase of the surcharge 
on import duty of ale, beer, spirit 
and fermented liquor from 100 
per cent to 150 per cent. l 


(6) Excise duty on motor-spirit 
to be increased by 5 per cent. 


(7) Raising of the export duty - 
on black-pepper and cotton waste 
by executive order. 


(8) Revival of the export duty 
on cotton cloth, which was with- 
drawn in 1949, but confining it 
to coarse and medium cloth only, 
excluding furnishing fabrics, and 
textiles like hosiery, apparel, 
towels etc. at 10 per cent. ad 
valorem. 


(9) Increase by 5 per cent of the 
excise duty on kerosene. 


(10) Rationalisation of tobacco 
excise. 


(11y Sales tax to be introduced 
in Delhi State. 


Summarising the Finance 
Minister said that the additional 
revenue expected from the 
changes in Incometax is esti- 
mated at Rs. 8.25 crores and that 
from the changes in customs and 
central excise duties at 8.75 
crores and Rs. 13.15 crores res- 
pectively. The sales tax in Delhi 
is estimated to yield Rs. 1 crore, 
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making the total additional 
revenue to Rs. 31.15 crores. The 
remaining deficit in the combined 
budget -of Capital -and Revenue, 
will be met from the opening 
balance of Rs. 95.42 crores lea- 
ving a closing balance of Rs. 48.05 
crores at the end of the year. 


+ + * 


Under the Students’ Section, 
we have published extracts from 
the remarks of the Examiners on 
the performance of the students 
generally in the recent examina- 
tions of the first and final C. A. 
Examinations, held in November 
1950. Every Chartered Accoun- 
tant, who has apprentices or other 
candidates who wish to appear 
for the examination under them 
are requested to direct the atten- 
tion of their staff and apprentices 
to these remarks. 


* ™* * 


The attention of the members 
is invited to the provision for 
subscription by non-members to 
the Journal. They should inti- 
mate to their staff and apprentices 
and friends who wish to subs- 
cribe for the journal to contact 
the editor, forthwith sending the 
subscription for the journal in 
advance. As it will not be possi- 
ble to have large number of extra 
copies printed in anticipation of 
demand for back copies, copies 
can be sent only from the month 
in which the subscription is receiv- 
ed and even for that purpose 
intimation with the amount should 
reach the Editor before the 10th 
of the month. 


m x * 


The attention of the Members 
is drawn to the note in the Janu- 
ary issue of the Bulletin, provi- 
ding for publication of certain 
type of advertisements in the Jour- 
nal and giving the tariff. The 


’ appear 
Editor repeats that ‘it is only with. 


Editor requests the members to 
take personal interest in this 
matter and obtain as many adver- 
tisements as possible from their 
friends and get into contact with 


the Editor so that the issue in - 


advertisement ‘can 
ean be finalised. The 


which the 


the active co-operation of all the 
members, he expects to make the 
journal a complete success. 


a * w 


A notification issued by the 
Council and published in this 


issue gives the minor amendments’ 


made in the regulations. These 
have come into effect from the 
date of publication of the notifi- 
cation in the Gazette, ie, 24th 
February 1961. 


R m x% 


In the Gazette of India Extra- 
ordinary dated the 23rd February 
1951, the Part B States (Laws) 
Act, 1951 (No. III of 1951), 
which- received the assent of the 
President on 22nd February 1951, 
is published. This Act is to pro- 
vide for the extension of certain 
laws to. Part B States. Among 
other Acts, the Indian Companies 
Act, 1913 and the Indian Charter- 
ed Accountants Act 1949, are 
included. 


The Indian Companies Act 1918 
has been made applicable through- 
out India, except ‘the State of 
Jammu and Kashmir. In making 
the Indian Companies Act appli- 
cable, sub-sections 2 and 2(<A) 
have been added to Section 144. 
Sub-sections 2 and 2(A) read as 
follows :— 


“(2) Notwithstanding anything 


contained in sub-section (1) but 
subject to the provisions of rules 
made under sub-section (2A), 
the holder of a certificate granted 
under a law in force in the whole 


- 
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or any portion of ‘a Part B State 
immediately before the commence- 
ment of the Part B States (Laws) 
Act, 1951, entitling him to act as 
an auditor of companies in that 
State or any portion thereof shall 
be entitled to be appointed to act 
as an auditor of companies regis- 
tered anywhere in that State. 


“(2A) The Central Government 
may, by notification in the Official 
Gazette, make rules providing for 
the grant, renewal, suspension or 
cancellation of auditors’ ‘ certifi- 
cates to persons in Part B States 
for the purposes of sub-section 
(2), and prescribing conditions 
and restrictions for such grant, 
renewal, suspension or cancella- 
tion.” 


While everyone must appreciate 
the spirit in which sub-section (2) 
has been introduced, it is a pity 
that sub-section (2A) provides 
that the controlling body of this 
class of certified auditors to be the 
Central Government. It would 
have been more appropriate if 
these functions had also been vest- ` 
ed with the Institute of Chartered 
Accountants of India. We hope 
the Government will even now 
remedy this dual control. 


The Chartered Accountants Act, 
1949 has been made applicable 
throughout India, except the State 
of Jammu and Kashmir. This 
does away with the anomaly of 
obtaining certificates of practice 
from the various Part B States, 
the certificate of practice issued | 
by the Council of the Institute of 
Chartered Accountants being valid 
throughout India except the State 
of Jammu and. Kashmir. 


The Part B States (Laws) Act, 
1951, will come into force on such 
date as the Central Government 
may by notification in the Official 
Gazette, appoint. 
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NOTIFICATIONS BY THE COUNCIL. 


‘No. 10-CA (6)/50, New Delhi 


dated the 15th Feby. 1951. > 


In pursuance of Clause(3) of 
Regulation 10 of the Chartered 


it is hereby notified that the Cer- 
tificates of Practice issued “to the 
following gentlemen shall stand 
cancelled during the period shown 


Accountants Regulations, 1949, against their names, namely, 
Sl. Member- Period during which the 
No. ship No. . Name. Certificate of Practice 
. shall stand cancelled. 
1 1460 Shri P. Venkata Rao, 8-1-51 to 30-6-51 
I.A.F. Officer’s Central 
Vista Mess, Queensway, 
New Delhi. 
2 1598 Shri S. Venkataraman, 1-1-51 to 31-83-51 
Pelathope, Mylapore, 
Madras. : 
8 585 Shri Sanjib Chandra Guha, 13—151 to 80-6—51 
Asst. Commissioner, 
Sales Tax, 10, Madan St., 
Calcutta-13. 
(Sd.) G. P. KAPADIA, 
President. 
* * * * * * 


No. 1-CA (23)/50, New Delhi, 
Dated the 24th Feby. 1951. 


In exercise of the powers con- 


ferred by sub-section (1) of Sec- . 


tion 30 of the Chartered Accoun- 
tants Act, 1949 (XXXVIII of 
1949), the Council of the Insti- 
tute of Chartered Accountants of 
India has made the following 
amendments in the Chartered 
Accountants Regulations, 1949, 
the same having been previously 
published and approved by the 
Central Government as required 
by sub-section (8) of the said 
Section :— 


In the said Regulations :— 


I, In sub-clause (i) of Clause 
(a) to Regulation 31, after the 
words “60 per cent of the total 
marks,” the words “in all the 
capers at one sitting” shall be 
inserted. 


II. In Clause (c) of Regula- 
tion 85, after the-figure ‘31’ the 


words “or the First- Examination 
under the Auditor’s Certificates 
Rules, 1932” shall be added. 


(Sd.) G. P. KAPADIA, 
President. 


Ga Ce 


NOTIFICATIONS AND 
CIRCULARS BY THE 
GOVERNMENT OF 

: INDIA 


THE CENTRAL BOARD OF 
REVENUE 


C. No. 26 (1)—I.T./49, New 
Delhi, the 18th Feb. 1951. 


Subject: Double Taxation—Avoid- 
ance of—Measure to be adopted 
pending conclusion of an agree- 
ment with the United Kingdom. 


Attention is invited to the 
Board’s letter C. No. 25 (1)— 
I.T./49 dated the 5th October, 
1950 in which the Commissioners 
were asked to hold in abeyance 
upto the 31st December, 1950 the 
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recovery in certain cases of so 
much of the tax for 1949-50 and 
1950-51 assessments as pertained 
to the income accruing or arising 
outside India. The Board have 
decided to extend the date to 31st 
July 1951. 


(Sd.) PYARE LAL, 
Secretary, 
Central Board of Revenue. 


4 * * 


C. No. 54 (6)—I.T./50, New 
Delhi, the 20th Feb. 1951. 


Subject: Hindu Undivided Family 
or. a Firm—Criterion of resi- 
dence for purposes of double 
taxation avoidance-—-Agreement 
with Pakistan. 


A suggestion was made by the 
Central Board of Revenue, India, 
to the Central Board of Revenue, 
Pakistan, that for the purposes of 
Double Taxation Avoidance Agree- 
ment between India and Pakistan, 
the criterion of residence of a 
Hindu Undivided Family or a firm 
assessable both in India and Pak- 
istan should be on the same basis 
as for a company. This suggestion 
has not been accepted by the 
Central Board of Revenue, Pakis- 
tan. 

(Sd.) PYARE LAL, 
Secretary, 


Central Board of Revenue. 





SUMMARY OF PROCEEDINGS 
OF THE COUNCIL AND THE 
STANDING COMMITTEES 


The Council of the Institute of 
Chartered Accountants of India, 
met at Madras on the 24th and 
26th February 1951. .The meeting 
had an agenda of over seventy 
items before them, the most 
important of which were :— 


(1) reconsideration of the 
Council’s decision in the third 
meeting abolishing group system 
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in the final examination for 1982, 
in view of the strong public oppo- 
sition thereto. 


No final decision was taken in 
this matter, but it was deferred 
for consideration at subsequent 
meeting, but in the meantime, it 
was decided that the existing 
group system should be continued, 
pending final decision of the 
Council at least till 1954. 


(2) Formation of Regional 
Councils. 


The draft Bye Laws put up by 
the office was considered and it 
was resolved to have a common 
set of Bye Laws to all the Regional 
Councils, but providing for option 
for each region whether to form 
the Regional Council in their area 
or not according to the Bye Laws. 
The final drafting of the Bye Laws 
was left to the Executive Commit- 
tee and will come up for approval 
in the next Council Meeting. 


Number of other matters of 
interest to the profession at large 
were also considered and decisions 
taken. A summary of ‘the relevant 
decisions taken will be given in 
the April issue of the Journal on 
receipt of the official summary of 
the proceedings from the Office of 
the Council. 

* * as 

The Council also invited the 
Chief Minister, Madras for the 
function of presenting the medals 
and certificates awarded to the 
Successful candidates in the recent 
examinations of first and final 
C.A. Examinations held in 
November 1950. The Chief Minis- 
ter arrived at the Council Meet- 
ing hall just before 5 p.m. on the 
25th February. He was received 
by the President and after being 
introduced to all the members, the 
President spoke a few words wel- 
coming the Chief Minister and 
requested him to present the 
medals and certificates to the can- 
didates who had secured the first 


and second places in the recent 
examinations. The Chief Minister 
thanking the President and Mem- 
bers for having given him the op- 
portunity to take part in the 
function spoke as follows: 


“The profession of Accountancy 
occupies a unique place in the eco- 
nomic life of the country. We are 
fully aware of the important and 
useful part this Institute of Char- 
tered Accountants of India is play- 
ing in the commercial and busi- 
ness spheres in India. Its growth 
into an institution of All India 
importance that we see today, has 
been a slow process of evolution. 
The profession gained its statu- 
tory existence in 1913,, the year of 
the passing of the Indian Compa- 
nies Act, in which were recog- 
nised for the first time the quali- 
fied Auditors for the audit of 
Limited Companies’ accounts. 
What was in the form of a nuc- 
leus of the profession of Accoun- 
tancy some years ago, has today 
developed into a well-organised 
Institute, stabilised and installed 
on a statutory basis under the 
Chartered Accountants Act of 
1949. The need for maintaining 
the professional integrity and 
efficiency at a high level is essen- 
tial in view of the growing 
demand for the services of the 
Chartered Accountants in our 
country. 


“India is no longer confining 
herself within the shell of her 
ancient and the time-honoured 
avocation of agriculture. The 
opportunities offered to her by the 
potentialities of the modern .sci- 
ence and its developments, and 
her impact with the advanced 
countries of the world in the 
industrial and commercial sph- 
eres have made her develop her 
own industrial and commercial 
activities progressively. The ex- 
pansion of her industrial and com- 
mercial concerns already existing, 
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and the launching of new 
enterprises, are steadily on the 
‘increase; and this is a phenome- 
non which places demands, increa- 
singly and inevitably, on the ser- 
vices of Accountants and Audi- 
tors. 


“Accountancy and audit are © 
inseparably associated with sound 
economy. And they are in fact 
the watch-dogs that guard zea- 
lously the observance of sound 
business principles and standards 
in the running and the manage- 
ment of the business concerns. 
Money transactions, wherever they 
are, whether with individuals or 
institutions, should be guided and 
regulated by principles of pru- 
dence and economy. Any busi- 
ness enterprise however big it be, 
would be doomed to failure if it 
does not subject itself to regula- 
tion and control of Accountancy 
and Audit. Its work and the trans- 
acting of business should proceed 
on principles, well recognised by 
the business world as essential for 
the succes of the business. 


“Rationalisation based on sound 
economy is the keynote of success 
of any business concern. And it 
is well recognised that Accoun- 
tancy and Audit are necessary 
concomitants of any business 
enterprise; rather they are the 
fundamental part of the business 
structure itself. Guiding the busi- 
ness concerns along the channels 
of prudence and economy, is the 
function of the Chartered Accoun- 
tant, who therefore, occupies the 
unique place in the business world 
as its friend, philosopher, and 
guide. And on his testimonial 
about the business concern, which 
he issues in the shape of the 
Balance Sheet, relies the outside 
world for all information about 
the said concern. So, the word of 
the ‘Chartered Accountant stands 
as the word of honour to the pub- 


lic. 
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“The share-holder, the deposi- 
tor, the employee and every one 
connected with the business con- 
cern, look to the Auditor for the 
correct statement of profit and 
loss and of the real condition of 
the said concern. Many of them 
do not trouble themselves to know 
the details of administration of 
the concern; nor do they even 
attend the General Body Meetings. 
But they do look to the Auditor’s 
Report as the certificate of truth, 
on which they rely for anything 
and everything pertaining to that 
business concern. So, it behoves 
every -Chartered Accountant to 
bear honesty of purpose and 
earnestness of outlook in the dis- 
charge of his functions, The 
remuneration he gets from the 
institution or company that he 
audits does not pin him down to 


the position of subordination to’ 


that institution or company, so as 
to act to their dictation in the 
matter of preparation of the 
Balance Sheet, ignoring the ethical 
standards and principles of his 
professional integrity. If an 
Auditor, forgetting the position of 
public trust and confidence that 
he enjoys, plays a tool in the 
hands of an unscrupulous manage- 
ment of a business concern, and 
produces a faked-up balance sheet 
of the latter’s choice, he will 
be committing an unpardonable 
gin, doing injustice to everyone of 
those interested in such business 
concern, besides himself proving 
false to his profession. The 
Chartered Accountant is the 
trustee and custodian as it were, 
of the interests of the beneficia- 
ries of the business concern which 
he is asked to audit; and as such 
it is his imperative professional 
duty to rise above selfish motives 
and consideration and conform to 
the high standards and traditions 
ef his profession. He -must 
always be a seeker of truth and 
teller of truth. 


> 


“The Balance Sheet is intended 
to testify to the real position of 
the business concern. Thus the 
Balance Sheet being a document 
of utmost importance intended to 
give the correct and impartial 
verdict on the position of the 
business concern, should proceed 
strictly on the facts and materials 
as they exist. The Auditor 
should observe greater austerity 
and strictness in discharging the 
functions he is called upon to per- 
form, and thus maintain the pres- 
tige and dignity of his profession, 
deserving of the trust and confi- 
dence the public repose in him. 
He should not relegate the 
Balance Sheet to the position of 
the medical certificates of the type 
which we occasionally come 
across, in support of leave appli- 
cations; or in support of applica- 
tions for adjournments in Courts 
and which’ we know proceed 
mainly on charitable considera- 
tions. You owe a duty, not only 
to those who indent on your ser- 
vices for the audit of the business- 
concern, but also to the body of 
beneficiaries of the said concern 
and the public in general. Any 
departure from the course of pro- 
fessional virtues will lead to dis- 
astrous results affecting the bene- 
ficiaries, not to speak of the igno- 
miny to your profession itself. 


“The professional ethics require 
that any fraud or misappropria- 
tion or mismanagement- that the 


Auditor comes across in the course 
_of his audit, he must bring to 


light in- the Balance Sheet with 


scrupulous care; and thereby he 


would earn for himself a reputa- 
tation for his professional integ- 
rity wihch will sustain him well 
in his profession. Character and 
reputation are the fundamental 
virtues of your profession, as 


indeed of every other profession: 


or calling. It is not the function 
of the Auditor to mince matters 
or apply a smoke-screen to cover 
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up the ills and shortcomings in 


the management of the business 
concern. Disclosure of the de- 
fect in the concern will do it 
immense good, because thereby 
you put the concern in the path 
towards rectification and perfec- 
tion. On the other hand; a wrong 
if shielded will be brewing to lar- 
ger proportions, only to do greater 
harm and disaster at a future 
time. | 


“A doctor you are, charged with 
the function of doing periodical 
check-up as it were of the condi- 
tion of health of the business con- 
cern, which you are called upon 
to audit. Of course, your client 
remunerates you for the services 
you render. But it is the doctor’s 
duty to examine the patients 
thoroughly and make disclosure 
of the disease if any in him, how- 
ever, abominable it may be. The 
doctor will not avoid telling the 
patient.of the quality and magni- 
tude of the disease in him. And 
if, however, he does not disclose 
the disease to the patient, he is 
really allowing the latter to rot 
and die; and thereby the doctor, 
besides committing an act of 
cruelty to his patient, is proving 
false to his noble profession. I 
would only ask those of the pro- 
fession of Accountancy and Audit 
how their position is different from 
that of the doctors. 


“The very nature of the pro- 
fessional function you--discharge 
calls for observance and main- 
tenance of high standards of 
integrity. On your integrity and 
ethical standards, depends the 
development of the commercial and 
business enterprises on sound busi- 
ness lines. Progressive India needs 
consolidation and strengthening of 
your profession, and it is in recog- 
nition of the said objective that the 
Central Legislature has rightly 
come out. with its statutory 
measure, the Chartered Accoun- 
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tants’ Act. of 1949, placing your 
profession on an independent and 
autonomous basis. ` The Chartered 
Accountants’ Act is itself the 
charter of the rights and duties 
- of your profession. Your Insti- 
tute, having thus attained a place 
of distinction in the commercial 
and business life of our country, 
it is but appropriate that it has 
set its foot on maintaining high 


standards in the profession of 
Accountancy. This  evening’s 
function, got up for awarding 


medals and certificates to the 
students who came out best in the 
' examinations, is itself in conso- 
nance with the Institute’s objec- 
tives and efforts, aiming at pro- 
fessional efficiency. The recog- 
nition of merit in the students in 
the shape of awarding medals 
and certificates to them, will be an 
incentive to effort and earnestness 
on the part of the students, in 
pursuit of their studies, thus indu- 
cing them to equip themselves 
well for the profession they have 
chosen. For them, the future is 
bright and promising as the 
scope for the absorption of the 
services of the Chartered Accoun- 
tant is growing larger and larger, 
with the expansion of the business 
enterprises in, our country. The 
several nationalisation schemes 
of the Governments would also 
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offer opportunities for the servi- 
ces of the Chartered Accountants. 
The prominent þusiness concerns 
would do well to employ the 
Chartered Accountants, not 
merely for the Annual Audit but 
also for the day to day regulation 
and control of the business admi- 
nistration. The business world 
has already recognised the impor- 
tance and need for trained per- 
sonnel in Accountancy and Audit.” 


The Chief Minister presented 
the gold medal and the certificate 
for coming out first in the final 
Charactered Accountant’s Exami- 
nation held in November 1950 to 
Sri V. V. S. Sastry. The silver 
medal and certificate for coming 
first in the first examination, 
which was obtained by Sri 
P. Veeraraghavan was - handed 
over to the Vice-President as he 
was not present on the occasion. 
The certificate of merit for coming 
second in the final examination 
was presented to Sri A. H. Dalal, 
who was present at the meeting. 
The certificate of merit for coming 
third was also handed over to the 
Vice-President for being for- 


“warded to the candidate, as Sri 


R. 8. Gandhi, who has secured 
this, was not present. 
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The function terminated with a 


vote of thanks to the Chief 
Minister. 
+ n m 


The Council Members also met 
at tea a very representative 
gathering of the local members 
belonging to the Madras Region 
in a function arranged by the ' 
Society of Auditors, Madras, at 
the Woodlands at 5-80 p.m. on 
Sunday the 25th February 1961. 
During the course of this func- 
tion, the Vice-President of the 
Society of Auditors, Madras, 
presented to the President and 
Members of the Council, a memo- 
randum consisting of resolutions 
passed at a conference ‘of the 
Regional Members on certain 
points which they wished the 
Council to consider and take suita- . 
ble action. The President, accep- 
ting the Memorandum, promised 
due consideration on all the points 
at the next Council Meeting. 

+ * * 

The Disciplinary Committee of 
the Council of the Institute of 
Chartered Accountants had a con- 
tinuous sitting from the 19th to 
23rd February 1951. The Exe- 
cutive Committee and the Exami- 
nation Committee also had their 
brief sitting on the 25th Feby. 
to deal with certain urgent 
matters. 


The following Associate Members were enrolled during February 1951. 
‘iene rin mes ii "ep: neni ei adresses mci pein mm amma mmm tegen a A PE 





Member- Enrolment 
ship No. Full Name : Place Date of 

1945 Ram Prakash Malhan Calcutta 6——2-—1951 
1946 Dwarka Prasad Agarwala Agra 6—2—195] 
1947 Anant Dalpatram Dave Bombay 6—2-—1951 
1948 Bhupendra Pal Singh Kalra Kanpur 6-2-1951 
1949 * Bagilur Subbramiah Nagabhushan Jamshedpur —2-—-1951 
1950 Shrikrishna Raghunath Ektare Amalner 8—2-—1 951 
1951 * Bimal Bhushan Datta Howrah 8—2—1 951 
1952 Mahomed Usman Husein Nanji Bombay 13—2—1951 
1953 Dhirajlal Bhalabhai Shah ` Ahmedabad 15—2—1951 
1954 Vibhukumar Nanalal Pujara Ahmedabad 15—2—1951 
1955 S. Rajagopalan Erode 15—2—1951 
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MEMBERSHIP—(Contd.) 

a a ee 

Member- N 

ship No. ame Place. 

1956 Manherlal Mangaldas Gandhi ae Bombay 16—2—1951 

1957 Basu Deo Sharma Delhi 19—2—1951 

1958 K. R. Sarangapani Salem 20—2-—1951 

1959 Bipinchandra Motilal Sheth Ahmedabad 24 —2-—1 951 

1960 * Sudhindra Chandra Mallick Calcutta 24—2-—19651 

1961 Nallan Chakravarthy Sundararajan Erode 24—2-—1951 

1962 - * S. Rajam Madras 27—2——1951 

1963 Prabhulal Chunilal Shah Bombay 28—2—1951 

1964 Ram Nath Malik Delhi 28—2—1951 

* Denotes not in practice. 
* * i | * ¥ + * + 





The following Fellows were admitted during-the month of February 1951. 





of 





Member- Name Plac 
ship No. a aii Enrolment 
878 * Jagadish Chandra . Basu Calcutta 13—2—1951 
518 Nariman Ardeshir Polishwala Bombay 21—2—1951 
* Denotes not in practice. 
* + * * + + * * + 
STATISTICS FOR THE MONTH OF FEBRUARY, 1951 
Associates admitted 20 Cancellation of Certificates of Practice.— 
Fellows admitted 2 Associates converted into Fellows ka 1 
Associates restored Nil Associates cancelled by Notification of ` ~~ 
' 15th February, 1951 a a 3 
Certificates of Practice issued.— p oo , a = e Se Al 
Asociat 19 Articles registered = ». 45 
ence n Articles cancelled , .. Nil 
Tellows xi 1 Audit Clerks registered 14 
Termination of Membership Nil Audit Clerks’ registration cancelled Nil 


SPECIAL ARTICLES 


“KNOWLEDGE OF MATHE- 
MATICS IN ACCOUNTANCY” 


(By Shri S. Sengupta, F.C.A.) 


It is often supposed by students 
of Accountancy as also by practi- 
tioners in many cases that the 
knowledge of mathematics has 
very little to do with the study of 
Accountancy. This view is not at 
all correct, and any one who has 
begun the study of the science of 
Accountancy in a systematic way 
will find how much help is avail- 
able from the knowledge of higher 
mathematics in properly working 
up problems of Accountancy. I 





am myself of the opinion that a 
fair knowledge of mathematics is 
one of the essential requirements 
for the proper study of Account- 
ancy. eS: 


Accountancy is a subject for 
estimation. The mode and method 
of valution of assets and claims 
depend on the conception of esti- 
mating certain future aspects of 
things. The estimation of depre- 
ciation of fixed assets depends on 
the estimation of the future life 
of these. The estimation of the 
value of Goodwill depends on the 
reliability on the future trend of 
business and future super-profits, 


+ r 


the estimation of doubtful debts 
depends on the idea of the solvency 
of the debtors at a future date, 
and finally the ultimate profit posi- 
tion depends on the future estima- 
tion of all the forces that react on 
the business normally. 


The question therefore confront- 
ing the aecourtant is that in what 
way we may look into the dark 
futurity, and how best it may be 
estimated. It has been suggested 
in all eases that such estimation 
should be made on the basis of 
experience of the past. But can 
we make such inference in a ran- 
dom way? Will such random 
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estimation reveal itself in fact? 
Necessarily not. We should try to 
apply all our past experience in 
the best -possible way, as the 
actuaries do in estimating the 
force of mortality in future years 
on the basis of the mortality 
statistics of the past. This may 
not reveal exactly in future but no 
doubt, be the best possible aprroxi- 
mation. Naturally it will be by 
far better than the random esti- 
mation, taken resort to by account- 
ants, without the knowledge of 
mathematical principles of estima- 
tion or error. 


It is stated often in the Text 
Books on Accountancy that these 
estimations are to be based on the 
past experience. But unless such 
past experience is properly 
analysed, can we arrive at any 
definite conclusion from those 
random data? It is for these rea- 
sons that I am definitely of the 
opinion that the study of some 
branches of mathematics is a 
necessary preliminary for the 
comprehensive study of Account- 
ancy. l 


I am now going to point out a 
few cases where in my opinion a 
better knowledge of mathematics 
may help the Accountancy stu- 
dents in better understanding of 
problems. I have observed as a 
teacher what tremendous diff- 
culties are being felt by the 
students in properly understand- 
ing these topics, when they have 
not the necessary preliminary 
knowledge of mathematics. The 
following are a few of those: 


°” 1. Depreciation: Students are 
often at a loss as to how -the pro- 
per percentage of the rate of 
depreciation under “Diminishing 
Balance System” may be arrived 
at. I have seen a very eminent 
author to stumble over this point, 
and showing a wrong way. Some- 
times. question is set and the 
students fail to answer. A little 


knowledge of the principles of 
compound discount and use of Log. 
Tables can help them greatly on 
this point. The calculation of 
depreciation charge under Annuity 
method or Sinking Fund method 
is equally well fraustrating, par- 
ticularly when such calculations 
are to be revised in view of partial 
dismantling of assets or part-re- 
demption of loans. 


The calculation of expected life 
of the asset presents another prob- 
lem. It is vaguely stated in Text 
Books that such estimates are to 
be based on past average. But 
what is really meant by such aver- 
ages? We know even this term is 
used in various senses in Statis- 
tics, although the ordinary 
students think it to be the 
“Arithemetic Mean’. Besides, an 
average without knowledge of 
deviation and trend ig not a pro- 
per basis of representing a moving 
aspect. But rarely are such trends 
taken into account. As a result, 
we assume mostly either a longer 
or shorter life for the asset in 
question, calculate depreciation on 
that basis and thereby inflate or 
deflate it and show a wrong profit, 
which requires constant, correct- 
ions as the actual life proves later 
on. 


An example will be illustrative: 
Consider that we have purchased 
a motor car. In past we had used 
three such cars and they lasted 7, 
5 and 3 years respectively. The 
average life was therefore 5 years. 
But if we had taken into consi- 
deration the trend, it would show 
that as the new models are coming 
in their -working lives are being 
reduced. Under circumstances, we 
should not assume it above 3 
years, and better less than that. 
Merely the average takes us to a 
wrong way. 


2. Valuation of Goodwill: This 
is done so frequently on the basis 
of average profits. But has aver- 
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age profits any. meaning, in, 
estimating goodwill, if the consi- 
deration of the trend of profits is 
not kept in view? Let us take two 
cases. In the first, the profits are 
say, Rs. 10,000, Rs. 8,000 and 
Rs. 6,000 and in the second case 
they are Rs. 6,000, Rs. 8,000, and 
Rs. 10,000. The average in both 
cases will be Rs. 8,000, but even 
the least common sense would sug- 
gest that the value of goodwill of 
both would not be the same. The 
decreasing trend of the former 
will make the value of goodwill 
much less than that of the latter 
on account of its increasing trend. 
But as the students are taught, 
they will find the same value for 
both. Does it not sound rather 
strange? 


The question of the liquidated 
value of future super-profits as 
the value of goodwill requires a 
still more emphasis on the study 
of this trend. How can we do this, 
unless we can study the principles 
of interpolation or rather exter- 
polation in a thorough study of 
the science of Finite Differences? 
Is it not necessary to estimate 
properly? 


In my view, it is necessary to 
work up a Table like Mortality 
Table used by the actuaries and. 
follow he mathematical laws ap- 
plied therein when they estimate 
the force or mortality in future on 
the basis of past experience. Un- 
less we do so, we cannot claim 
much accuracy for Accountants’ 
findings. 


3. Calculation of Bad’ Debts 
Reserves: This also depends on 
the principles of application of 
past experience for future estima- 
tion, and should therefore follow 
the same procedure as in case of 
depreciation. 


4. Estimation of Fire Claim: 
Here also the accountants have to 
consider a rate of gross ‘profit 
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_based on past experience. Where, 
as is very common, such rates are 
varying, the calculation of the 
‘ estimated rate by means of exter- 
polation is by far better than the 
average method, used ordinarily. 


But besides all these specific 
cases already mentioned, may we 
not suggest that the consideration 
of profits as arising momently 
from out of the business would 
require a good study of Calculus 
and the total annual profits should 
be taken not as a unit arising all 
at once, but the result of an inte- 
gration of profits arising moment- 
ly throughout. 


May- we not therefore conclude 
that the study of mathematics is 
an` essential requirement for the 
comprehensive study of Account- 
ancy ? 





LEGAL NOTES 


K. P. Bhargava, v. Commis- 
sioner of Income-tax, U.P.,C.P. 
and Berar: (1951) 19 I.T.R. 
254. 


The assessee had selected the 
year 1934/35 with reference to 
which the standard profits had to 
be ascertained. The Excess Pro- 
fits Tax Officer issued notices with 
respect to the first and second 
chargeable accounting periods, 
under Section 18 (1) of the Excess 
Profits Tax Act, requiring the 
assessee to submit his returns. The 
assessee sent a reply that he had 
“not made any excess profits 
during the first and second 
chargeable accounting periods. A 
third notice was also issued under 
Section 13 (1) of the Act to the 
assessee with reference to the third 
chargeable accounting period. The 
assessee then made an application 
under Section 26 (1) of the Act 
to the Central Board of Revenue 
requesting the Board to direct the 


Excess Profits Tax Officer to com- 


pute the standard profits at the 


Aa 


figure fixed by the Board, which 
it was claimed would be greater 
than the amount of profits actually 
earned in the year 1934/35. The 
Central Board of Revenue grant- 
ed this application and fixed the 
standard profits at Rs. 36,000. 


The assessee claimed that the 
standard profits by the Board 
should þe treated as the standard 
profits for the first and second 
chargeable accounting - periods 
also. This claim was rejected by 
the Excess Profits Tax Officer. 
whose decision was confirmed by 
the Appellate Assistant Commis- 
sioner and the Appellate Tribunal. 


On a reference made to them, 
the Allahabad High Court held 
that the Board’s direction cannot 
be given effect to in respect of the 
first and second chargeable gc- 
counting periods. Refering to the 
provisions of Section 26 of the 
Act, it was observed that an ap- 
plication has to be made in relat- 
ion to a farticular chargeable 
accounting period and when a 
decision is given by the Board. 
then the standard profits as fixed 
by the Board are deemed to be the 
standard profits with respect to 
all subsequent chargeable account- 
ing periods. The Board was called 
upon to fix the standard profits 
only in relation to the third 
chargeable accounting period and 
therefore it must be deemed to 
have done so with reference to 
that period only. The Court took 
the view that on the language of 
Section 26, it was not open to 
them to hold that the standard 
profits fixed by the Board shall 
have the effect not only with res- 
pect to all subsequent chargeable 
accounting periods, but with res- 
pect to all previous chargeable 
accounting periods also. 


* + + 


Nopram Ramgopal, v. Commis- 
sioner of Income-tax, Bihar and 
Orissa: (1951) 19 I.T.R. 219; 
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A Hindu Undivided Family was 
carrying on a grain business and 
head office business in the year 
1918 and was assessed to income- 
tax under these two heads. Sub- 
sequently, they started the busi- 
ness of salt manufacture, estab- 
lished a card board factory and 
also purchased some shares in 
another partnership firm. A 
branch office was opened at 
Calcutta sometime subsequent to 
that year. During the year 15th 
April 1948 to 2nd April 1944, the 
joint family became separated and 
was succeeded by a partnership 
firm consisting of the members of 
the family and relief was claimed 
under Section 25 (4) of the Indian 
Income-tax Act. The Income-tax 
Officer rejected the claim, but the 
Appellate Assistant Commissioner 
granted relief in respect of those 
activities actually in existence in 
1918 and suffered tax under the 
Act of 1918, but not in respect of 
the business activities which came 
into existence subsequently. This 
decision was confirmed by the 
Appellat Tribunal. 


On a reference to the Orissa 
High Court, it was contended on 
behalf of the assessee that the 
relief should be given irrespective 
of the nature of the business con- 
ducted in 1918. Rejecting the 
contention and upholding the 
decision of the Appellate Assistant 
Commissioner and the Appellate 
Tribunal, Panigrahi, J. stated as 
follows :-— 


“On a plain reading of the 
section, it appears to me that the 
income from a particular business 
which was in existence in the year 
1918 and had been assessed to 
income-tax would not be taken into 
account and reassessed. It was 
with a view to preventing double 
taxation on the same income that 
the remedial provision in Section 
25 (4) was enacted. If, therefore, 
the business which is now assessed. 
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to tax is not the same, nor could 
be said to have arisen from some 
other business, which had been in 
existence in the year 1918, the 
petitioner cannot claim any relief 
under Section 25 (4). It is well 
established that whether a parti- 
cular business has grown out of 
some business or whether two or 
more concerns constitute one busi- 
ness, is essentially a question of 
fact. The test for ascertaining 
whether two or more concerns 
constitute one business or not, is 
to see whether the different busi- 
nesses are so interlocked with one 
another or dovetailed into one 
another, that if one fails, the 
others also fail. If on the other 
hand, each business can be carried 
on independently of the other, the 
finding would be that the business 
would constitute independent busi- 
nesg’’, 
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Ambaram Kalidas, v. Commis- 
sioner of Income-tax, Bombay 
North: (1951) 19 I.T.R. 227. 


A Hindu Undivided Family car- 
rying on a cloth business had been 
taxed under the provisions of the 
Indian Income-tax Act of 1918. 
Its accounting year was Samvat 
year. The joint family was dis- 
rupted on Aso Vad 30th, Samvat 
Year 2000 (17-10-44) and on Kar- 
tak Sud Ist, Samvat year 2001 
(18-10-44) the joint family busi- 
ness was taken over by a firm 
consisting of the coparceners of 
the Hindu Undivided Family. The 
assegsee claimed that the income 
earned by the family for the Sam- 
vat year 2000 should be totally 
exempt under the provisions -of 
Section 25 (4). This claim was 
rejected by the Tribunal. 


The first relief provided by 
Section 25 (4) is that no tax is 
payable in respect of the income, 
profits and gains of a period 


which consists of the end of the 


previous year and the date of 
succession. 


The Bombay High Court held 
that as the end of the previous 


„year was 17-10-1944 and the date 


of succession was 18-10-44 the 
relief that the assessee was enti- 
tled to is only in respect of the 
period between 17-10-44 and 
18-10-44. 


The Court further held that the 
relief should have been claimed 
in the assessment year 1946/47 
and not in the assessment year 
1945/46. 


Another question considered by 
the Court was whether an appli- 
cation is required to be made in 
respect of the two reliefs provided 
in Section 25 (4) and whether the 
application is governed by the 
period of limitation referred to 
in Section 25 (5). On this question 
the Court held as follows: 


‘When one looks at the langu- 
age of sub-section (4), a clear 
distinction has been made: by the 
Legislature between the first part 
and the second part. In the first 
part it is provided that no tax 
shall be payable in respect of the 
period to’.which I have already 
referred in the earlier part of the 
judgment. With regard to the 
second part, it is provided that 
such person may further claim 
the relief which is set out in that 
part of the sub-section. There- 
fore, whereas with regard to the 
first relief the Deparment is 
enjoined not to impose any tax 
upon the income of the assessee 
at all, in the other case the asses- 
gee would be entitled to relief 
only, provided he made a claim to 
that effect. Sub-section (5) 
refers to no claim being entertai- 
ned, unless an application is made 
within the period of limitation. 
Therefore, sub-section (5) would 
clearly apply to the second relief, 
which the assessee is entitled to 
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under Section 25 (4), but it would 
not apply to the first part because 
no claim need necessarily be made 
by the assessee for the relief to 
which he is entitled under the 
first part. Therefore, in our opi- 
nion, no question of limitation can. 
arise with regard to the relief to 
which the assessee is entitled 
under the first part of Section 


' 25(4) and that relief must be 


given to him irrespective of the 
question of limitation. The ques- 
tion of limitation can only arise 
with regard to the second part of 
sub-section (4)”. 


7 » a 


Abdul Karim, v. Ramdas Nara- 


yanadas: (1951) A.I.R. Nag- 
pur 159. 
Certain person describing 


himself as Managing Wahiwatdar 
of the Shop Ramdas Narayandas 
brought a suit against Abdul 
Karim for recovery of the balance 
of the price of certain groceries 
purchased by the defendant from 
the shop. It was found that the 
shop was owned by a firm and it 
was admitted that the person 
suing was the managing partner. 
The firm had not been registered 
under the Partnership Act on the 
date of the suit, but it was stated 
in Court that the firm was regis- 
tered subsequently. 


The Nagpur High Court held 
that as the suit was based upon r 
contract, Section 69(2) of the 
Partnership Act applied to the 
case and that the suit should fail 
for want of registration. On the 
question whether the defect ` 
should be deemed to have been 
cured by the subsequent registra- 
tion, the Court held that under 
Section 69 of the Partnership Act, ` 
the registration of a firm is a con- 
dition precedent to its right to 
institute a suit, that the Court 
has no jurisdiction to proceed 
with the trial when the condition 
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precedent has not been fulfilled 
and that the subsequent registra- 
tion cannot remedy the defect. 


ut mo + 


Commissioner of Incometaz, West 
Bengal, v. Calcutta Agency Ltd. 
(1951) I.T.R. 191. 


The assessee company acted as 
the managing agents of Basanti 
Cotton Mills Ltd. Their remune- 
ration was fixed at a monthly 
allowance of Rs. 500 and a com- 
mission of 3 per cent on all gross 
sales of goods, manufactured by 
the mill company. Certain hun- 
dies were drawn by one, of the 
Directors of the assessee company, 
acting in the capacity of ihe 
managing agents of the mill com- 
pany in the name of the mill com- 
pany` and the same were negoti- 
ated to others. The Nath Bank 
Ltd. claimed payment of these 
hundies. The mill company 
repudiated its liability as it 
appeared from the books of the 
mill company that they had not 
the use of the amount claimed by 
the Bank under the hundies. 
The Bank instituted four suits 
against the mill company in two 
of which .the assessee company 
were fartly defendants. The 
mill company was advised to 
settle the suits amicably and the 
assessee company entered into an 
agreement with the mill company 
under which the assessee com- 
any under-took to reimburse the 
mill company in respect of the 
decrées to be made in the suits 
and the mills company was to 
deduct and set off a moiety of the 
managing agency commission 
against any payment which the 
mill company may make in respect 
of the decrees. Under this agree- 
mént the assessee company paid 
to the mill company Rs. 22,500 
made up to Rs. 18,107 as principal 
and Rs. 4,893 as interest in the 
accounting year. Before the 
Aprellate Tribunal, the assessee 


company claimed this amount as 
a deduction under Section 10(2) 
(XV) of the Indian Incometax 
Act. 


Before the Incometax Officer, 
the assessee claimed only the 
interest amount as a permissible 
deduction under Section 10(2) 
(iii) of the Incometax Act. This 
claim was rejected and before the 
Appellate Assistant Commissioner, 
the assessee claimed not only the 
interest amount, but also the sum 
of Rs. 22,500 on the ground that, 
having regard to the decision of 
the Privy Council in Raja Bijoy 
Singh Dudhuria’s [(1988) I.T.R. 
185] it could not be treated as 
income. The claim under Sec- 
tion 10(2) (XV) was put forth 
before the Appellate Tribunal 
and no evidence was led before 
the Tribunal. 


The findings of the Tribunal 
were: (1) That the applicant 
company agreed to pay off the 
decretal amount from the remu- 
neration which they were entitled 
to get from the Basanti Cotton 
Mills. (2) The decree was 
passed against the applicant com- 
pany evidently for certain mis- 
feasance committed by its direc- 
tors and the applicant company 
agreed to pay it off from its remu- 
neration. (8) The books of 
account of Basanti Cotton Mills 
Ltd. would show that they were 
paying the applicant company in 
full its remuneration and the 
books of the applicant company 
also show that it was entitled to 
its remuneration in full. (4) In 
the circumstances the Tribunal 
held that the expenditure was not 
laid wholly and exclusively for the 
purpose of carrying on the busi- 
ness. (5) Besides the Tribunal 
was of the opinion that in this 
case, it was not a revenue expen- 
diture at all. The Tribunal 
rejected the claim. 
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The Calcutta High Court accep- 
ting the assessee’s contention 
stated that as agreement was 
entered into with a view to avoid 
the publicity of an action against 
the assessee and consequent ex- 
posure and scandal and in order 
to maintain the managing agency, 
the case was covered by the judg- 
ment of the Court of Appeal in 
Mitchell’s case (11 Tax cases 
372) and that the assessee was 
entitled to the deduction. 


' The Supreme Court, reversing 
the decision of the Calcutta High 
Court stated as follows: 


“Now it is clear that this being 
a claim for exemption of an 
amount, contended to be an expen- 
diture falling under Section 10(2) 
(XV), the burden of proving the 
necessary facts in that connec- 
tion was on the assessee, it being 
common ground that the commis- 
sion was due and had become 
payable and was therefore the 
business income of the assessee 
company liable to be taxed in the 
assessment year. The jurisdic- 
tion of the High Court in the 
matter of incometax references is 
an advisory jurisdiction and under 
the Act the decision of the Tribu- 
nal on facts is final, unless it can 
be successfully assailed on the 
ground that there was no evidence 
for the conclusions on facts recor-: 
ded by the Tribunal. It is there-, 
fore the duty of the High Cou À 
to start by looking at the cad 
found by the Tribunal and answer 
the questions of law on that 
footing. Any departure from 
this rule of law will convert the 
High Court into a fact-finding 
authority, which it is not under 
the advisory jurisdiction. The 
statement of the case under the 
rule framed under the Incometax 
Act is prepared with the know- 
ledge of the parties concerned and 
they have .a full opportunity to 
apply for any addition or deletion 
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from that statement of the case. 
If they approved of that statement 
that is the agreed statement of 
facts by the parties on which the 
High, Court has to pronounce its 
judgment. In the present case 
the parties perused the statement 
of the case and as disclosed by the 
note made at the end of it had no 
suggestions to make in respect 
thereof. It is therefore clear 
that it was the duty of the High 
Court to start with that state- 
ment of the case as the final state- 
ment of facts. Surprisingly, we 
find that the High Court, in its 
judgment, has taken the argument 
of Mr. Mitra as if they were facts 
and have based their conclusion 
solely on that argument. Nowhere 
in the statement of the case 


prepared by the Tribunal and 


filed in the High Court, the Tri- 
bunal had ceme to the conclusion 
that the payment was made by 
the assessee company to avoid any 
danger of public exposure or to 
save itself from scandal or in order 
to maintain the managing agency 
of the appellant company. The 
whole conclusion of the High Court 
is based on this unwarranted 
assumption of facts which are 
taken only from the argument of 
counsel for the present respon- 
dents before the High Court. 
The danger of failing to recog- 
nise that the jurisdiction of the 
High Court in these matters is 
only advisory and the conclusions 
of the Tribunal of facts are the 
conclusions on which the High 
Court is to exercise such advisory 
jurisdiction is illustrated by this 
case. It seems that  unfortu- 
nately counsel for the respondents 
caught hold of Mitchell’s case and 
basing his argument on the cir- 
cumstances under which a pay- 
ment could be described as a busi- 
ness expenditure falling within 
the terms of Section 10(2) (XV), 
argued that the facts in the pre- 
sent case were the same. ‘Instead 
of first ascertaining what were 


the facts found by the Tribunal 
in the present case, the process 
was reversed and the procedure 
adopted was to take Mitchell’s 
case as the law and argue that the 
facts in the present case covered 
the situation. In our opinion this 
ig an entirely wrong approach and 
should not have been permitted 
by the High Court. The High 
Court fell into a grave error in 
omitting first to ascertain what 
were the facts found in the case 
stated by he Tribunal. The High 
Court overlooked that in 
Mitchell’s case the whole discus- 
sion started with a quotation from 
the case stated by the Commis- 
sioners as the facts of the case.” 





MEMBERS’ QUERIES 


A reader 
writes :— 


and a learner 


“A private company increased 
its - share capital by a special 
resolution of the share-holders 
altering the Articles of Associa- 
tion only. Is it not necesary to 
alter its Memorandum also? May 
I request the Editor of the 
Bulletin of the Institute of Char- 
tered Accountants of India to 
kindly discuss this subject in the 
forthcoming issue of the Bulletin 
for the month of March 1951?” 


* * + 


With reference to the querry 
raised by Sri B. K. Sengupta of 
Calcutta, in the February issue of 
the Bulletin, Mr. D. R. writes:— 


“This raises a very delicate 
point. From a legal point one is 
apt to feel that a public notice, as 
provided for in Section 72 (a) of 
the Indian Partnership Act, will 
have to be given. Section 72 (a) 
reads “Where it relates to the 
retirement or expulsion of a part- 
ner from a registered firm etc. ete. 
by notice to the Registrar of firms 
under Section 63 and by publica- 
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tion in the local official Gazette. 
and in at least one vernacular 
newspaper circulating in the dis- 
trict where the firm to which it 
relates has its place or principal 
place of business”. 


Unless such a notice is given, 


I feel that the retiring partner 


cannot avoid his liability under 


„Section 82 (8) of the Partnership 


Act. 


Whatever may be the official 
interpretation of the provisions of 
Clause (e) of the Schedule to the 
Chartered Accountants’ Act 1949, 
in my opinion, this provision does 
not prevent a formal public notice 
by a retiring partner,- specially 
the public notice need not be in 
the form of an advertisement of 
the firm. A statement that so and 
so has retired or has left the firm 
(here merely mention the name of 
the firm and the principal place of 
business) with effect from (date) 
and he is no longer a partner of 
the firm. A bald statement like 
this in ordinary type in any ver- 
nacular newspaper or the Gazette 
cannot be deemed to be an adver- 
tisement or soliciting work direct- 
ly or indirectly and this will also 
satisfy the provisions of Section 
32 (8) of the Partnership Act. 





CORRESPONDENCE 


Shri Chandulal H. Sopariwalla, 
F.C.A., Chartered Accountant, 
Bombay writes that the list of 
candidates who have been declared 
successful in the first and final 
Chartered Accountants’ Exami- 
nations held in November: 1950 
published in the January issue..of 
the Bulletin and the results dis- 
closed therein in general and 
particularly of the first C.A. 
Examination, provides food for 
introspection by all concerned,,. 
namely -the candidates, the Prin- 
cipals and the Council. He feels 
fhe number of passes in the. first 
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examination is simply staggering. 
He says the question naturally 
arises as to, how to account for 
such an unprecedented low per- 
centage of passes and that it 
should not be explained away by 
stating that this reveals a poor 
standard of performance on the 
part of the candidates etc. He 
feels that a fair and reasonable 
opportunity was not given to the 
candidates to manifest a better 
standard of performance, parti- 
cularly in view of the papers set 
in Accountancy and Auditing 
group. He is of the opinion that 
the examiners or the Examination 
Committee should satisfy them- 
selves that the papers given are 
capable of being answered com- 
pletely within the prescribed time 
limit, having regard to the calibre 
of the examinees. He also is of 
the opinion that the first C.A. 
Examination standard should not 
exceed the University standard 
for B.Com. examinations a8 
otherwise it will be doing an 
injustice to other candidates by 
exempting the Commerce Gradu- 
ates from the first C.A. examina- 
tion. In his opinion, it should be 
sufficient if the papers set for the 
examination are so designed as 
to ensure a test of intelligence 
as well as a knowledge of the sub- 
ject, and it need not engulf the 
poor examinee in the vortex of 
complicated calculations of frac- 
tions etc. 


- m * + * 


Mr. S. N. Lele, Bombay, 


writes :— ; 


“I fully endorse the views ex- 
pressed by Mr. A. Manjunatha in 
the Bulletin dated January 1951, 
with regard to the period of 
Articles to be served by a Gradu- 


ate other than Commerce, who. 


enters into such Articles after 
passing the First C.A. examina- 
tion. It appears that a Commerce 
Graduate is required to serv 


“a 


Articles for a period of three years 
only, in view of his having acquir- 
ed theoretical knowledge of such 
subjects as Auditing and Account- 
ancy, Company Law and Mercan- 
tile Law etc., at his degree course 
before entering into Articles. 
However, possession of the know- 
-ledge of the aforesaid subjects can 
equally be assumed in the case of 
Graduate who enters into 
Articles after passing out the 
arduous test of the First C.A. 
examination, the results of which 
are as low as 10% incidentally, the 
result of the recent First C.A. 
examination was 4%. May I there- 
fore request the authorities con- 
cerned to bring this matter before 
the Committee for immediate and 
urgent consideration, and thus put 
an end to a grave injustice done 
to the Arts and Science Graduates 
falling in the above category, whose 
C.A. course is prolonged by one 
year without any sound reason 
whatsoever”. 


x * ` k 
Sri V. Subramanyam, Guntur, 


writes that the period of articles 
of non-graduates at present fixed 


at five years is a very long period . 


and particularly if the candidate 
takes up the year’s course and then 
joins apprenticeship, the period 
hecomes six and he appeals to the 
Council to see whether this could 
not be reduced, particularly as 
graduates with 60 per cent marks 
and graduates of commerce are 
rermitted to complete their course 
in three years. In his opinion, the 
training: as an articled clerk for 
two years amounts much more 
than the period of two years spent 
by a graduate in an University. 


® * + 


Sri K. V. Srinivasan, Chartered 


Accountant, Madras, writes :— 


A conference of the Members of 
the Institute in Region No. 2 was 
convened by the Society of Audi- 
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tors, Madras, recently. The con- 
ference was held on the 24th and 
25th of February last. 


This is the third in the series 
of Conferences of Auditors, the 
previous ones having been held in 
the years of 1931 and 1933. The 
Council of the Institute of Chart- 
ered Accountants held their meet- 
ing at Madras in February and 
this Conference was organised by 
the Society of Auditors so as to 
synchronise with their sittings. 
The Conference passed a number 
of resolutions and a Memorandum 
containing these was presented to - 
the President of the Council after 
the closing of the Conference. 


The Conference was very largely 
attended by Members of the Insti- 
tute. Both Chartered Accountants 
in practice and those not in 
practice attended. Another pleas- 
ing feature was the presence of a 
number of Chartered Accountants 
from Mofussil who had come 
specially to take part in the Con- 
ference. ` 


The members met at an 
informal Conference on Saturday 
the 24th February at 3 p.m. The 
informal conference commenced 
with a welcome speech by Mr. A. 
Y. Sundaram, the Secretary of the 
Society of Auditors, Madras. In 
the course of the speech Mr. A. Y. 
Sundaram traced the history of 


. such conferences in earlier years 


and quoted from the welcéme 
speech of Mr. P. N. S. Iyer at the 
second conference of the Auditors 
in 1933 to stress the necessity for 
such conferences. He then pro- 
posed that the Vice-President of 
the Society Mr. K. V. Srinivasan 
should take the chair in the 
absence of. the President Mr. S. 
Suryanarayan, who had to be 
absent on account of his having 
to attend the meeting of the 
Council as a member of that 
Council. 


March, 1951. 


In his preliminary remarks Mr. 
K. V. Srinivasan remarked about 
the opportune time the third con- 
ference has been convened for and 
made it clear that one of the pri- 
mary concerns of all concerned 
was to suggest to the Council of 
Chartered Accountants any 
amendments to the constitution of 
the autonomous body to make the 
rules more effective and beneficial 
to the profession. He also outlined 
the general procedure to be fol- 
lowed by the conference to go 
through the business expeditiously 
to make the proceedings decisive. 
He mentioned that the formal 
conference will be declared open 
by Hon’ble Justice Viswanatha 
sastriar who has also been 
requested to unveil the portraits 
of three of the past Presidents of 
the Society. 


A number of propositions had 
been given notice of and they were 
discussed in detail. It is interest- 
ing to mention at this stage that 
although varying opinions were 
expressed by members on differ- 
ent subjects and although such 
opinions were put forward with 
vigour and precision any one 
watching the proceedings would 
have been pleased with the order- 
liness and lack of bitterness that 
was shown by the members pre- 
sent. 


The formal conference was 
declared open by Hon’ble Justice 
Viswanatha Sastriar of the 
Madras High Court at 6 p.m. that 
evening. 


Mr. S. Suryanarayan the pre- 
sident of the Society of Auditors, 
Madras requested Mr. Viswanatha 
Sastriar to open the conference 
and unveil the portraits of the 
three past presidents of the 
Society. In so requesting Mr. Sur- 
yanarayan eulogised the opener 
of the Conference and mentioned 
about his great interest in the well 
being of the members of the pro- 


fession and in their maintaining 
their level of integrity and eff- 
ciency. 


He also mentioned about the 
policy of the Society of Auditors 
in having the portraits of the past 
presidents unveiled and spoke in 


appreciative terms about Messrs. ° 


J. V. Pirrie, G. Narasimhan and 


R. N. Rajam Iyer, the three ex- ` 


presidents of the Society whose 
portraits were being unveiled on 
that day. T 


In opening the Conference and 
unvieling the Portraits Justice Mr. 
S. Viswanatha Sastriar dealt at 
great length about the importance 
of the profession. He mentioned 
“that there was still a lamentable 
ignorance about the value of re- 
cording transactions in the form 
of regular accounts amongst small 
traders-and businessmen. Even 
they are realising the need for 
keeping accounts properly and 
accurately and that fees paid to 
an auditor or accountant were 
fully compensated. There were 
cases, he said, which have been 
saved from heavy income-tax and 
sales-tax by the timely interven- 
tion of an accountant or. auditor 
in casting the accounts properly 
and in claiming deductions and 
exemptions. An audit is compul- 
sory under Statute in India in the 
case of Public Companies. Where- 
ever there is a statutory obligation 
cast upon the auditor he has a 
duty to the public, to the creditors 
and shareholders. The opportu- 
nities before the profession are 
manifold today. The qualifications 
of a competent auditor are exact- 
ing enough. He is required to have 
working knowledge of many 
branches of law, besides his own 
subject of book-keeping and ac- 
countancy. There are few profes- 
sions that make such demands on 
the powers and capacities of an 
individual as that of an account- 
ant. Accountancy is one of the 
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most catholic, fearless and 
impartial of professions. The 


accountants are the trustees of the 
public. 


“The auditing of accounts was 
no simple or mechanical operation 
though oceasionally it was made 
to mean nothing more than ticking 
entries with coloured pencils and 
issuing certificates or report of a 
non-committal character. An 
auditor has to judge how far reli- 
ance can be safely placed on those 
systems of internal check which 
prevail in big organised business. 
I wish it were the duties of audi- 
tors to advise the concerns whose 
accounts they check as to the weak 
points in their organisation and 
business methods. Though the 
work of a routine character may 
be left to be done by assistants 
the auditor who issues the certifi- 
cate and signs the report must 
assume real responsibility. He 
must see that assets are not unduly 
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or improperly inflated in the in-. 


numerable ways and means open 
to ingenuity of individuals who 
hope to benefit by the presentation 
of better results than can be jus- 
tified by facts. 


“The auditor’s primary concern 
should be to safeguard the inter- 


‘est of the shareholders who were 


entitled to know the exact position 
of the business and how their 
money has been utilised. An 
auditor’s report must command 
the implicit confidence ‘of share- 
holders, creditors and the invest- 
ing public. These high standards 
should be observed if the great 
profession is to command public 
respect for its members and if 
capital is to flow into productive 
enterprise instead of being locked 
up into bullion and diamonds, 
lands and house property. The 
prevalence of a vicious system 
under which auditors have to 
depend on the good offices of 
directors for getting appointed to 


` 
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banks and other companies was 
due to the fact that the method of 
voting by proxy was in operation. 
So far as auditors are concerned, 
election should be by the share- 
holders and no proxy should be 
permitted. “The present. system 
is regrettable and all auditors 
must combine to eradicate it as 
` early as psssible ”. 


This speech of the learned judge 
which shows the deep knowledge 
and insight the speaker possessed 
regarding the matters affecting 
the profession was listened to with 
very great appreciation by the 
members present. The members 
of the Council who kindly atten- 
ded the function by invitation 
were also much impressed by the 
speech and by the large number 
of members who attended the 
conference. 


The conference then adjourned 
for the day. 


The conference met again on 
- Sunday the 25th February in the 
morning. The proceedings com- 
menced with a Group Photo of all 
the members. The business of 
the conference continued through 
out the day till about 4 o’clock in 
the afternoon with a break for 
lunch. 


The conference discussed a 
number of propositions and in 
the appendix is given a list of 
resolutions that were passed by 
the conference. These resolu- 
tions were classified into two 
groups and the conference resol- 
ved to present to the Council a 
Memorandum enclosing the list 
of resolutions as contained in 
Group A. 


_ After the conference was over 
the members of the conference 
met the members of the Council 
at Tea at Woodlands at a very 
‘pleasant function. The memoran- 


# 


dum containing the resolutions as 
passed by the conference earlier 
was presented to the President of 
the Council Mr. G. P. Kapadia by 
Mr. K. V. Srinivasan, the Vice- 
President of the Society with a 
few introductory remarks. The 
President replied seriatum to the 
points raised and.the profession 
in the South now anxiously await 
to hear the action of the Council 
on their memorandum. 


This pleasant evening party 
was also availed of to introduce 
the members of the Council to the 
gathering present, and to in‘ro- 
duce the members present indivi- 
dually to the Council Members. 
The introduction was carried out 
by the President of the Society, 
Mr. S.-Suryanarayan. The party 
dispersed after a pleasant evening. 


The Society of Auditors feel 
that their object in convening the 
Conference has been fulfilled 
beyond all expectation. It is now 
seen that it is the wish of a great 
number of members that such 
conferences should become a peri- 
odical event. Each one of them 
appreciated the opportunity given 
to them in this conference and it 
is hoped that such conferences will 
become an annual event hereafrer. 


List of Resolutions passed at the 
Third Conference of the Charter- 
ed Accountants in Region 2 held 
on 24th and 25th February 1951: 


1. RESOLVED that the use of 
the word ‘‘Auditor/s” be permit- 
ted as it is essential for the public 
to understand that “Chartered 


Accountants” are “Auditors”. 


2. RESOLVED that no addi- 
tional levy should be made on 
Regional Members consequent on 
the formation: of Regional Coun- 
cils. oe l 
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3, RESOLVED to recommend 
to the Council to convene Annual 
Conferences of Chartered Accoun- 
tants to be held at various 
Centres. 


4. RESOLVED that the Coun- 
cil be requested to take up with 
the Central Board of Revenue the 
question of allowing Audit Assis- 
tants, qualified under Section 6L 
of the Income-tax Act, or partners 
in the firm of Chartered Acċoun- 
tants to appear in Income-tax 
Lroceedings even though the 
authorisation is only in the name 
of the Chartered Accountant or 
the firm of Chartered Accoun- 
tants. 


5. RESOLVED that the Coun- 

cil be requested to recommend to 
the Government of India and 
States the need for employing 
Members of the Institute in res- 
ponsible posts, in Government 
controlled organisations and 
Government Departments. 


6. RESOLVED that the Coun- 
cil be requested to make the Char- 
tered Accountants’ Act dpplicable 
to all States, so that no separate 
certificates of Practice -will be 
demanded in any State for a 
Chartered Accountant. 


T. RESOLVED that Regula- 
tion 34 of the Chartered Accoun- 
tants Act should be amended 
disentitling the Articled Clerk to 
get back the premium. 


8. RESOLVED to request the 
Council to take up with the . 
Government of India the matter 
of amendment to Section 61 of 
the Incometax Act suitably to 
remove the. present anomaly 
whereby the position of the In- 
stitute of Chartered Accountants 
is secondary to that of the 
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Income-tax Authorities in matters 
relating to the control over Char- 
tered Accountants, in view of the 
latest decision on the point given 
‘by the Madras High Court. 


9. RESOLVED to request the 
Council to provide the Members 
of the Institute annually with 
copies of the Chartered Accoun- 
fants’ Act, Rules and Forms 
incorporating all amendments to 
date. 


10. RESOLVED to request the 
Council to clarify whether in res- 
pect of leave rules of Articled 
Clerks, 


“A Chartered Accountant 
can grant more leave than 
mentioned in Forms ‘L’ and 
‘M’ without extending scope 
of articles”. 


11. RESOLVED to request the 
Council to take. steps for the 
abolition of panel system wherever 
existing since it creates a distinc- 
tion among Members of the 
Institute. 


12. RESOLVED that this. Con- 
ference of Constituents in Region 
No. 2 recommends to the Council 
that Regulation No. 77 shall be 
inoperative in so far as it relates 
to branches within a radius of 
100 miles from Headquarters. 


18. RESOLVED to request the 
Council to take steps to remove 
the word “continuous” in Sub- 
section (3) of Section 5 of the 
Act and substitute therefor the 
word “aggregate”. 


14. RESOLVED to request the 
Council to take up the question 
with the Government of India to 
allow representation in the 
following manner :— a 


(1) In the Central Legislature 
for a nominee of the Council 
of the Institute. 


(2) In the States Legislature for 
nominees of the’ Regional 
Councils. 


(3) In the various other local 
Bodies, Port Trust ete., from 
out of the Members of the 
Institute in the appropriate 
Regions. 


15. RESOLVED to request the 
Council to prescribe a Sche- 
dule of Fees fixing a 
minimum. 


eee r anal 


STUDENTY SECTION 


(a) Examinations: 


The folowing are the extracts 
from the reports of the exami- 
ners of the First and Final C.A. 
Examinations held in November 
1950. 


GENERAL: The candidates 
have not applied themselves 
seriously to the study of the sub- 
jects and have no clear and pro- 
per grasp of the fundamental and 
elementary principles involved. 


‘ The candidates’ power of expres- 


sion in idiomatic and grammatical 
English of their ideas is very 
miserable and they do not read 
carefully and understand pro- 
perly what is asked of them and 
what they are expected to give by 
way of answers to the several 
questions given in the question 
paper. Most of them seem to 
have no practice in solving solu- 
tions and seem to have no confi- 
dence in themselves. The candi- 
dates have not answered different 
subdivisions of a question conse- 
cutively. The candidates are 
advised to take proper coaching 
before taking the examination. 


FIRST EXAMINATION: The 
Examiner of Paper (ii) of Group 
I (Accountancy and Auditing) 
writes :— 


“In question No. 2, “realisation 
account’, ‘opening entries’ on 
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acquisition of the undertaking 
and entries pertaining to. forfei- 
ture of shares and their re-issue 
have not been correctly submitted 
by 99.9% examinees”. 


Question No. 3 :—“None of them 
seem to know what entries are 
involved when goods (i) are sent 
to a branch at selling price, and 
(ii) are in respect of opening and 
closing stocks”. 


“It is surprising that many 
examinees have not correctly 
answered Question No. 6 which 
is a ‘Stock’ question and which 
is detailed in all the Auditing 
Text Books. In fact many gave 
the contents of the Statutory 
Report instead of detailing the 
Auditors’ work and duty in res- 
pect thereof. Almost all could 
not submit the correct wording of 
the certificate to be given by the 
Auditor”. 


The Examiner of Paper (i) of 
Group II (Mercantile and Com- 
pany Law) writes :— 


“The  students,, betrayed a 
Colossal ignorance of the Statute 
Law on the matter. Obviously 
they satisfied themselves by read- 
ing cheap literature on the sub- 
ject. The tendency to rely on this 
make-easy literature may not be 
desirable”. 


FINAL EXAMINATION: 


The Examiner of Paper (ii) of 
Group I (Advanced Accounting) 
writes that the candidates exhi- 
bited an utter ignorance of what 
is meant by Trial Balance and its 
function. ' “That there is a statu- 
tory form for drawing up the 
accounts and statements in ques- 
tion has been mostly ignored”. 


“The answers to the fifth 
question indicate that those who 
have studied books and learnt the 
principles of accounting pertain- 
ing to hire purchase remember 
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only the examples given in the 
books and have not opened their 
eyes to the question placed before 
them. When the question deals 
with Lorries the candidates write 
about Wagons. The mistakes 
committed by the candidates in 
answering this question clearly 
bear evidence of the fact that the 
-candidates have not attempted to 
grasp the principles involved in 
this accounting. The study seems 
to have been merely mechanical 
and not intelligent and critical”. 


The Examiner of Paper’ (i) of 
Group II (Mercantile Law) 
writes :— 


“There has been more reading 
of guides and answers than any 
attempt to read the Acts and texts 
themselves”. 


The Examiner of Paper (ii) of 
Group IH (Company Law) 
writes :— 


“The candidates have no grasp 
of elementary principles of Com- 
pany Law and Income-tax Law. 
The students’ confine themselves 
to the study of Company Law and 
do not read the Co-operative 
Societies Act, Insurance Act etc. 
Though they need not know case 
law in detail it is essential that 

they know the principles well with 
' leading cases to effectively dis- 
charge their duties as auditors”. 


W 4 * 


The Secretary, Chartered Ac- 
countants’ Students’ Association, 
Ahmedabad, writes that an As- 
sociation of Chartered Account- 
ants Students has been establish- 
ed in Ahmedabad in last December 
` and he heartily agrees with the 
views expressed by Mr. B. Sen on 
the subject of ‘formation of 
Students’ Societies, published in 
the November issue of the Bulle- 
tin. He further writes that the 
Students’ Association have started 


to conduct classes to give guidance 
to the students in papers for the 
first and final C.A. Examinations 
without taking any fee. He has 
also advised that the Association 
in its last meeting has recorded 
its protest for the changes which 
were proposed in connection with 
the final C.A. Examination, i.e. 
the abolition of group system and 
change in syllabus by introduction 
of statistics. The Association feels 
that the group system should con- 
tinue and subjects like statistics 
and economics should be removed. 
The Association is further of the 
opinion that the additional fee of 
Rs. 50 charged from candidates 
who are exempted from the first 
examination is not correct and the 
admission fee of Rs. 3800 for 
enrolment should be sealed down. 
The Secretary invites correspon- 
dence from similar associations all 
over India so that these associa- 
tions can get to know each other 
and work for the common good of 
the students all over India. 


* e : 
(b) Special Articles: 


(By Bijan K. Sen Gupta, M.A., 
B.Com., A.C.A., Professor, City 
College, Commerce Department 
Lecturer, Calcutta University). 


Q. A Trustee invests part of the 
moneys of a beneficiary in his 
own business and loses it, he 
then becomes insolvent. Dis- 
cuss the position of the bene- 
ficiary. Has he got any claim 
against the Trustee. 


Suggestions for model answer: 


In order to answer the above 
question, the students must have 
a clear idea about the powers and 
duties of the trustees in regard to 
investment of trust moneys. In 
a properly drawn instrument 
creating a trust, express directions 
will always be found as to the 
securities upon which the trustee 
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is to invest the trust-funnds, and 
the trustee is bound to adhere 
stricly to the modes of investment 
prescribed. If he does not do go, 
he commits a breach of trust, 
and will be liable for any loss 
that may arise; whereas, if he 
invests in the manner directed 
by the instrument of trust, he will 
not be liable in case of loss. 
But there are other cases where 
the instrument creating the 
trust is of an informal character, 
and does not contain any direct- 
ions as to investment. It is the 
duty of the Trustee to make the 
fund productive for the benefit of 
the persons interested, and in 
order to do so he must invest it in 
some form of security. A trustee 
will not be justified in investing 
upon any but authorised securi- 
ties. 


Trustees may not invest on per- 
sonal security, even though larger 
interest may be gained, for such 
an investment is a specie of 
gaming; and it makes no dif- 
ference that the loan is on joint 
security. A promissory note is 
evidence of a debt; but it cannot 
be considered as a security for 
money. The rule, that a trustee 
may not invest on personal secu- 
rity, is one that should be rung in 
the ears of every person who acts 
in the character of trustee, for 
such an act may very probably 
be done with the best and most’ 
honest intention, yet no rule in a 
Court of Equity is so well estab-. 
lished as this. (Holmes Vs. 
During, 2 Cox, 1, per’ Lord 
Kenyon). i 


Trustees leaving money out- 
standing on personal security in 
which the testator himself had 
invested, will be liable for any 
loss, unless they can show that an™ 
attempt to recover the money 
would have been fruitless. 


Investments ‘in the stock or 
shares of any private company 
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are not justifiable without express 
authority and the trustees will be 
liable for loss if the Company fails 
or the shares become depreciated. 


A trust to place the trust-fund 
“out to interest or other way of 
improvement” does not authorise 
an investment in trade (Cock Vs. 
Goodfellow, 10 Mod, 489). 


In England, the duties of 
trustees as to investment are 
defined by various Statutes. The 
Indian Trusts Act makes provision 
for particular securities. 


A trustee is not allowed to put 
himself in a position where his 
duty and interest may conflict, 
and that consequently a trustee 
cannot gain any advantage out of 
the trust. Section 51 of the Indian 
Trust Act, 1882, lays down that a 
trustee may not use or deal with 
the trust property for his own 
profit or for any other purpose 
unconnected with the trust. This 
is an absolute rule, and all profits 
made by a trustee in virtue of his 
office belong to the beneficiary. 
For example, if a trustee employs 
trust moneys in his own business, 
the cestui que trust will be entitl- 
ed to all the gains, but the losses 
will have to be borne by the trus- 
tee. This rule is not confined to 
express trustees only, but extends 
to all persons clothed with fiduci- 
ary character. 


The beneficiary can proceed per- 
sonally against the guilty trustee 
and recover from him the amount 
of loss to the trust property 
caused by such improper invest- 
ment. The Court is severe in 
taking accounts—the trustee is 
liable not only (1) for what he 
has received, but also (ii) for 
what he might receive but for his 
wilful default, and (iii) for inter- 
est (Section 28° of the Indian 
Trusts Act, 1882). ` 


The beneficiary has got a right 
to follow the trust-fund in what- 
ever shape it may be found. This 
extraordinary right, as Maitland 
observes, is due to the fact that 
“Equity has always been striving 
to prevent the cestui que trust 
from falling to the level of an un- 
secured creditor’. And this result 
has been cbhtained under cover of 
a metaphor “the idea of a trust- 
fund -as an incorporated thing 
which preserves its identity during 
any change of investment”. The 
beneficiary will therefore not only 
have a charge on the property 
into which the trust money has 
been converted, but shall be enti- 
tled to claim the property itself, 
and that as against the ordinary 
creditors, if any, of the trustee. 
The fact of insolvency does not 
affect the preference of the cestui 
que trust to the ordinary credi- 
tors, for the cestui que trust is no 
more creditor of the trustee who 
has committed a breach of trust. 
His preference is due to the exist- 
ence of the fiduciary relation. 


+ * * 


THE PAPER ON ECONOMICS: 
THE BUDGET ‘AS A MEANS 
OF FINANCIAL ADMINISTRA- 
TION: | 


(By Dr. Rustom C. Cooper, 
M.Com., Ph.D. (Eeon.), 
A.C.A., A.S.A.A. (Hons.) 


Often a paper in Economics 
consists of questions dealing with 
Public Finance. This is an easy 
subject to study and also quite 
interesting. The principal aims 
of financial administration are 
(1) unity of organization; (2) 
compliance with the wishes of 
the legislature; (8) simplicity; 
(4) regularity of procedure; (5) 
promptness in functioning; and 
(6) effecting an efficient control 
over all stages of financial opera- 
tion. These are points not at all 
dificult to understand and the 
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average student should find it easy 
to expand them for the purpose 


of an examination answer. 


The above aims of an efficient 
financial administration are nor- 
mally realized by a system where- 
in all the financial affairs of a 
State are regulated through a 
budget. 


The word ‘budget’ is of Latin 
origin and means a leather bag. 
It was first used in its modern - 
sense in connection with Walpole’s 
financial proposals (1788) which 
were satirised in a contemporary 
pamphlet as a ‘bag or tricks’. In 
England, since a long time, a 
great leather bag has always been 
used by the successive Chancellors 
of Exchequer for carrying to the 
Parliament House documents re- 
quired to explain the resources 
and wants of the country once a 
year. The struggle for democracy 
has always been associated with 
the control over the purse, and 
therefore the development of the 
budget has followed popular gov- 
‘ernment. The budget of a state 
or a country is not only a report 
by the udministration to the legis- 
lature on financial matters but it 
involves a constitutional right that 
such a report shall be made in 
order that the people may control 
the finances of the nation. 


The most comprehensive defini- 
tion of the budget is that given by 
Paul Leroy Beaulieu wherein he 
says that “it is a statement of the 
estimated receipts and expenses 
during a fixed period; it is a 
comparative table giving the 
amounts of the receipts to be rea- 
lized and of the expenses to be 
incurred; it is furthermore an 
authorisation or command given 
by the proper authorities to incur 
the expenses and to collect the 
revenues”. 


The most essential elements of a 
budget, therefore, are (1) a 
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financial plan, (2) a procedure for 
formulating, authorising, execut- 
ing and controlling this plan, and 
(3) some governmental authority 
responsible for each successive 
stage in this procedure. 


~ According to W. F. Willough- 
bly, “a Budget should be at once 
a report, an estimate and a pro- 
posal. It is the document through 
‘which the chief executive as the 
authority responsible for the 
actual conduct of governmental 
affairs comes before the fund- 
rising and fund-granting authority 
and makes full reports regarding 
the manner in which he and his 
subordinates have administered 
affairs during the last completed 
year; in which he exhibits the 
present conditions of the public 
‘treasury; and on the basis of such 
information sets forth his pro- 
gramme of work for the year 
to come and the measures in 
which he proposes that such 
work shall be financed....:... 
The budget is a document through 
‘which all this information is 
brought together in one consoli- 
dated, co-ordinated and compara- 
tive statement........ It is not 
so much one of the distinct 
financial operations of the govern- 
ment as the means through which 
the several operations, actual and 
prospective, are brought together 
and clearly presented to the end 
that they may be all considered at 
one time in their relation to each 
It is the one thing 
which brings detached operations 
into a logical and harmonious sys- 
tem, and permits consideration of 
the activities and cost of the 
government as a whole. Without 
it a country can scarcely be said 
to have. a financial system, 
certainly not Scientific system.” 

KINDS OF BUDGETS: Bud- 
gets may be annual or for a longer 
` period. Most governments have 
adopted the system of annual bud- 


get for the sake of convenience. 
The year is a natural cycle on 
which. most human customs and 
practices are based. A longer 
period may prevent accurate 
estimating. A shorter period may 
lead. to too much unnecessary 
botheration. 


Another classification of bud- 
gets is according to its nature—L.e. 
independent or auxiliary. The 
Railway Budget in India is an 
example of an auxiliary budget 
and was introduced to relieve the 
general budget from the violent 
fluctuations caused by the incor- 
poration therein of railway esti- 
mates and to carry out a conti- 
nuous policy based on the necessity 
of making a definite return to the 
general revenues on the money 
expended by the State on railways. 


Budgets could also be dis- 
tinguished into ordinary or extra- 
ordinary. An extra-ordinary bud- 
get is a device for emergencies. 
Corrective or supplementary 
budget is another way of correct- 
ing the budget as originally put 
into execution at the commence- 
ment of the financial year. 


In any kind of budget the basic 
idea is that its form and contents 
must aim at giving some sort of 
a financial plan. Hence, compre- 
hensiveness and arrangement are 
the most important factors besides 
the need to decide on the type of 
the budget which would be most 
Scientific and useful in a given 
case. 


This brief discussion about 
budgeting is by no means an 
exhaustive survey of its various 
aspects and is merely intended to 
assist the students in better appre- 
ciation of the basic features of the 
budget as a means of financial 
administration. 
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PERSONAL NOTES 


Sri M. S. Venkataraman, B.A., 
A.C.A., (Membership No. 1506) 
has joined Messrs. Aiyar & Co., 
188, Mount Road, Madras, as an 
Assistant from lst November’ 
1950. 


k * - *. 


sri Anant Kumar Jain, B.Com., 
LL.B., A.C.A., has joined. Sri 
Ram Mohan Lall, B.Com., LL.B., 
A.C.A. as a partner in the firm 
of R. M. Lall & Co., Chartered 
Accountants, whose name has now 
been changed to Jain Lall & Co., 
Chartered Accountants, Post Box 
No. 274, Kanpur and Mr. Jain is 
in charge of the branch of the 
above firm at “Prempuri”, Rail- 
way Road, Meerut. 


* $ me 


Sri S. Rajagopalan, A.C.A., 
(Membership No. 549) having left 
the service of Messrs. James 
Wright Ltd., Madras, has joined 
Messrs. Maars Corporation, 60, 
Chinnathambi Street, Madras-l, 
from 15th December 1950 as the 
Manager of their import depart- 
ment. 


* * + 


Sri S. Viswanathan, F.C.A., 
Chartered Accountant, has taken 
Sri N. ©. Krishnan, B.Sc. 
A.C.A., (Membership No. 1908) 
as a partner, and the firm conti- 


nues its business in the name 
of S. Viswanathan, Chartered 
Accountants, 378, Esplanade, 
Madras. 

* é x xk 


Messrs. I. M. Ladhawala and 
I. R. Shah, practising as Chartered 
Accountants at Sukh Nivas, Bhan- 
darkar Road, Matunga, G.I.P., 
Bombay and at Victoria Mills 
bungalow, Gamdevi, Bombay, res- ' 
pectively have joined ‘in, partner- ` 
ship as from 1st March 1951 and 
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are practising in the firm name 
and style of Ladhawala & Shah, 
Chartered Accountants, 3rd Floor, 
Navsari Building, Hornby Road, 
Fort, Bombay. 


so w + 


Messrs. Argade and Bhagwat, 
Chartered Accountants, Bombay 
and Hyderabad have shifted their 
Hyderabad Branch to B—6—212 
Sultan, Bazar, Opp. Sultan Bazar 
General Hospital, Hyderabad 
` (Dn.) ° 


x + + 


Sri M. N. Kapadia, A.C.A., 
has: shifted from Fort Chambers, 
Hamam Street, Bombay to Har- 
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we 


ganga Mahal, B. Block, 2nd Floor, 
Khodadad Circle, Dadar, Bombay. 


k. * * 


In the February issue of the 
Bulletin in the Personal Notes, the 
initials of Mr. E. S. Venkatara- 
man, has been wrongly printed as 
‘M and Mr. E. 5. Venkataraman 
is a B.Sc., LL.B., A.C.A. We 
regret the typographic error. 


ag e 


BUSINESS NOTICE 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 


by S. Suryanarayan, F.C.A 


Cai 
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in the Bulletin, all other matters 
are informative, but not necessa- 
rily as authoritative as the reso- 
lutions of the Council would be. 


Every effort will be made to 
post a copy of this Bulletin free cf 
charge. to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road Hut- 
ments, New Delhi, and all com- 
munications relating to matters to 
be published in the Bulletin, such 
as correspondence, special articles, 
and personal notes should be ad- 


‘dressed to the Editor, Post Box 


No. 1854, Madras-l. 


Edited & Published 
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EDITOR’S NOTES 

The Editor very much regrets 
that důe to circumstances beyond 
his control, he could not publish 
the Journal as promised from this 
month onwards. It is expected 
that it will be possible for the 
Journal being issued from May 
onwards. 

* z a 

Attention of the readers are 
invited to the provision for sub- 
scription by non-members for the 
Journal. As already stated, it 
will be difficult to provide for 
supply of back copies of the 


- Journal at a subsequent date and, 


therefore, all those who are inter- 
ested in procuring the Journal 


Reg. No, M. 5675 


wd 


— 
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should be asked to intimate the 
Editor, sending their subscription 
of Rs. 10|- sufficiently in advance, 
i.e., before the end of May to 
enable the requisite number of 
copies being printed. 


w x * 


ATTENTION OF MEMBERS 
IS INVITED TO THE FACT 
THAT THE MEMBERSHIP AND, 
CERTIFICATE OF PRACTICE 
FEES WERE DUE ON Ist 
APRIL, 1951 AND THOSE 
MEMBERS WHO HAVE NOT 
REMITTED THEIR FEES 
SHOULD SEND THEM IMME- 
DIATELY AND ALSO SEND 
FORM ‘Q’ DULY FILLED IN, IF 
THEY REQUIRE A CERTIFI- 
CATE OF PRACTICE. SEPA- 
RATE NOTIFICATION IS PUB- 
LISHED IN THIS ISSUE: 


$i * ka 


A Bill to amend the Taxation 
on Income (Investigation Com- 
mission), Act 1947 (XXX of 
1947) was introduced in the Par- 
liament on 12th February, 1991. 
The Bill consists of two clauses. 
Clause 1 is the Short Title. 
Clause 2 of the Bill seeks to amend 
Section 4 of the Act in the follow- 
ing manner :— 


' Tn sub-section (8) of Section 4 
of the Taxation on Income (Jn- 
vestigation Commission) Act, 
1947, for the words and figures 
“may extend its term of appoint- 
ment for any period up to the 81st 
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day of March, 1951” the words 
“may, if it thinks fit, extend its 
term of appointment from time to 
time” shall be substituted.’ 


The Statement of Objects and 
Reasons appended to the Bill runs 
as follows :—~ 


The Income-tax Investigation 
Commission was, set up after the 
partition of India under the Taxa- 
tion on‘ Income (Investigation 
Commission) Act, 1947, which 
was passed in the Budget Session 
of 1947. The members of the 
Commission entered on their 
duties on 1st December 1947. The 
Commission was charged with 
two functions under the Statute— 
(i) to report to the Central Gov- 
ernment on all matters relating to 
taxation with particular reference 
to the extent to which the existing 
Jaw for assessment and collection 
of taxes was adequate to prevent 
the evasion thereof, and (ii) to 
investigate into particular cases 
of tax evasion referred to it by 
the Central Government. 


In the year 1948 the Commis- 
sion applied itself mainly to its 
frst function and submitted at 
the end of the year, a report which 
has been published. A Bill in- 
corporating, among others, such 
recommendations of the Commis- 
sion which have been accepted by 
Government is expected to be 
ready shortly. With regard to its 
second function, the Commission 
suggested certain amendments to 
the Investigation Commission Act 
to enable it to function effectively. 
It organized its investigating 
machinery, and completed a con- 
siderable amount of necessary 
spadework preparatory to the 
actual investigation of the referred 
cases. 


. In all, 1,804 cases were refer- 
red to the Commission by the 
Central Government and 8&6 


te 


cases were referred on ze- 
ports made by the Commis- 
sion under Section 5 (4) of 
the Act. Out of 1,890 cases the 
Commission has disposed of, till 
the 81st January 1951, 377 cases 
involving evaded income of about 
Rs. 11.81 crores on which the tax 
payable is about Ra. 8 crores. The 
number of cases still pending witn 
the Commission is 1,018 involving 
about 130 groups. The Commis- 
sion is now busy with the investi- 
gation of some of the most im- 
portant cases. 


It has been found that the exist- 
ence of a time-limit to the term of 
appointment ‘of the Commission 
encouraged many persons to 
adopt dilatory tactics in the hope 
that the investigation of their 
cases would lapse by efflux of 
time. Government are advised 
that if there were .no such time- 
limit, many more cases would 
have by now been finished or set- 
tled. Having regard to the quan- 
tum of work still remaining on 
hand and with a view to expedit- 
ing the completion of the pending 
cases, it is proposed to amend the 
law so as to remove the statutory 
limit to the Commission’s term of 
appointment and to enable the 
Central Government to extend its 
term from time to time. 


zt m z` 


In accordance with the decision 
of the Council at their meeting in 
Madras, the draft common Bye- 
laws of Regional Councils incor- 
porating the amendments adopted 
by the Council are being printed. 
They will be circulated to all the 
members shortly, enquiring 
whether the Member agrees to the 
formation of the Regional Coun- 
cil on that basis, giving a time- 
limit for receipt of replies. The 
President of the Council will de- 
cide whether or not any Constitu- 
ency should have a Regional Coun- 
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cil on the result of this referen- 
dum. 


4 $ ** 


-The attention of the members 
is invited to the following inci- 
dent :— 


A firm of Chartered Account- 
ants applied to some of the Minis- 
tries of the Government of India 
for inclusion of their name in the 
panel on the presumption that a 
panel of Accountants was main- 
tained by the Government to 
enable Government Derartments 
to avail of their services. 


It appears that such an act on 
the part of the members of the 
Institute is not proper when no 
such panel was maintained and it 
had not been ascertained whether 
any such panel wes maintained. 


+ z bai 


BY A NOTIFICATION IN 
THE GOVERNMENT OF INDIA 


GAZETTE DATED 10TA 
MARCH 1951, THE PART B 
STATES (LAWS) ACT, 1951 


(NO. II OF 1951) HAS BEEN 
NOTIFIED AS COMING INTO 
FORCE FROM Ist APRIL 1951. 
IN OTHER WORDS, THE 
INDIAN COMPANIES ACT, THE 
CHARTERED ACCOUNTANTS’ 
ACT AND ALL THE OTHER 
ACTS INCLUDED IN THE 
ABOVE WILL COME INTO 
FORCE IN ALL PART B 
STATES MENTIONED IN THAT 
ACT FROM Ist APRIL 1951. 





NOTIFICATIONS BY THE 
COUNCIE. 


No. 18-CA(1)|51, New Delhi, 
dated the 12th March 1951. 


With reference to the notifica- 
tion No. 12-CA(1)|50 dated the 
10th October 1950 of this Insti- 
tute, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 18 of the Chartered 
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Accountants Kegulations 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from 8th 
March 195], the name of Shri 
Satyendra Chandra Roy, c/o 
Airways (India) Ltd., P-37, Mis- 
sion Row Extension, Calcutta 
(Membership No. 648). 
% 4 me 

Attention of all the members 
concerned is invited to provision 
of Regulation & of the Chartered 
Accountants Regulations, 1949. 
Membership and Certificate of 
Practice fees, as per note given 
below were due and rayable on 
Ist April 1951 for the year 
1951/52. Those who have not re- 
mitted the fees should immediate- 
ly send them by crossed cheque or 
demand draft payable at Delhi 
drawn in favour of the Secretary, 
Institute of Chartered Account- 
ants of India, and also send in 
Form Q (Vide December 1950 
Bulletin) duly filled in for CertiA- 
cate of Practice. For the out- 
station cheque necessary bank 
charges at 0-6-0 per cent should 
be included. 


Further the members are re- 
quested to quote always their 
membership Nos. in all communi- 
cations. 

Rs. 

Compulsory . Membership 

fee ws = .. 25 

Certificate of Practice fee: 

For Associate 
For Fellow . N 
Fees due from a member 
without certificate of 
Practice = .. 25 
Fees due from an Associate 
with Certificate of Prac- 
tice oe ane .. 60 
Fees due from a Fellow 
with Certificate of Prac- 
tice o3 = .. 100 
S. VENKATARAMAN, 
Secretary. 


25 
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NOTIFICATIONS AND 
CIRCULARS BY THE 
GOVERNMENT OF 
INDIA 
AND 


THE CENTRAL BOARD 
OF REVENUE: 


S.R.O. 204 (14), New Delhi, the 
8th February 1951. 


INCOME-TAX :—In exercise 
of the powers conferred by sub- 
section (1) of Section 59 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue.directs that the following 
further amendment shall be made 
in the Indian Income-tax Rules, 
1922, the same having been previ- 
ously published as required by 
sub-section (4) of the said Sec- 
tion, namely :— 


In Item (2) of the head “II 
Furniture and Fittings’ of the 
statement in Rule 8 of the said 
rules, after the word ‘Hotels’ the 
words ‘Cinema houses’ shall be 
inserted. 


PYARE LAL, 


Secretary, Central Board of 
Revenue. 


ka * * 


S.R.O. 75, New Delhi, the 11th 
January 1951. 


In pursuance of sub-section (4) 
cf section 5 of- the Indian Income- 
tax Act, 1922 (XI of 1922), the 
Central Board of Revenue directs 
that the following further amend- 
ments shell be made in its notifi- 
cation Ne. 82—Income-tax, dated 
the 9th November 1946, namely :—- 


In the schedule appended to the 
said Notification under the sub- 
head I Madras and Mysore—- 


(i) Under ‘Madras B Range’ 
the following entries shall he add- 
ed, namely— 


“(10) Madras (Special) Circie. 
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(11) Special. Survey Circle 
No. I] Madras”. 


(ii) Under “Vijayawada 
Range”, after entry “(11) Kur- 
nool” the entry “ (12) Special Sur- 
vey Circle No. 1 Vijayawada”, 
shall þe added. 


Gii) Under “Madura Range”, 
after the entry “(6) Dindigul” 
the entry “(7) Special Survey 
Circle No. III, Madura”, shall be 
added; and 


(iv) Under “Coimbatore 
Renge”, after entry “(9) Erode 
(Special) Circle” the entry “(10) 
Special Survey Circle No. IV, 
Coimbatore”, shall be added. 


a x = 


It is notified for general infor- 
mation that the Central Govern- 
ment have been pleased to approve 
the institution mentioned below 
for the purposes of sub-section 
(1) of Section 15-B of the Indian 
Income-tax Act, 1922 (XI of 
1922). 


Notification No. 7 dated the 
28rd January 1951. 


BIHAR: 


406. The Assam Earthquake 
Relief Fund, Bihar. 


x %. * 


Notification No. 8 dated the 
23rd January 19651. 


“It is hereby notified for general 
information that the names of the 
following institutions are omitted 
from the list of institutions and 
funds published with the notific:- 
tion of the Gevernment of India 
in the Ministry of Finance (Rev- 
enue Division), No. 57—Income- 
tax, dated the 21st October 1948, 
as being institutions and funds 
which are approved by the 
Central Government for the pur- 
poses of sub-section (1) of section 
15-B of the Indian Income-tax Act, 
1922 (XI of 1922) :— 
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1. Government Ghanand Inter- 
mediate College, Mussoorie (84). 

2. Government Girls Intermedi- 
ate College, Bareilly (81). 

3. Government Intermediate 
College, Allahabad (82). 

4. Government Intermediate 
College, Almora (82-A). 

5. Government Intermediate 
College, Benares (83). 

6. Government Intermediate 
College, Etawah (84). 

7. Government Intermediate 
College, Fyzabad (85). 

8. Government Intermediate 
College, Lansdowne (86). 

9. Government Intermediate 
College, Lucknow (87). 

10. Government Intermediate 
College, Moradabad (88). 

11. Government Intermediate 
College, Naini Tal (89). 


bo * m1 


It is notified for general infor- 
mation that the Central Govern- 
ment have been pleased to approve 
the institutions mentioned below 
for the purposes of sub-section 
(1) of Section 15-B of the Indian 
Income-tax Act, 1922 (XI of 
1922). 


Notification No. 10 dated the 
27th January 1951. 


MYSORE: 
408. Victoria Hospital, Banga- 
lore. 
409. Princess Krishnajammanni 
Sanatorium, Mysore. 
x * T 


Notification No. 12 dated the 
Ist February 1951. 


CORRIGENDUM: 
For—“405. Raghunath Girls 
College, Meerut”. 
Read—*‘405-A. Raghunath Girls 
College, Meerut”. 
= k Ý% 
Notification No. 14 dated the 8th 
February 1951, 


STATE OF SAURASHTRA: 


411. M. J. College of Commerce, 
Bhavnagar. 


w * ` * 


S.R.O. 217, New Delhi, the 18th 
February 1951. 


In pursuance of sub-section (4) 
of Section 5 of the Indian Income- 
tax Act, 1922 (XI of 1922), the 
Central Board of Revenue directs 
that the following further amend- 
ments shal] be made in the schedule 
appended to its notification No. 
32—Income-tax, dated the 9ta 
November 1946, namely— 


In the said schedule— 


Under the  sub-head 
Bombay South’— 


(a) After the entry ‘(8) 
Ahmednagar’ under Poona 
Range, the entry ‘(4) 
Special Survey Circle (in 
respect of persons who have 
their principal place of 
business in or reside in 
Poona City, Poona District 
and Ahmednagar only)’ 
shall be added; 


After the entry ‘(5) Shola- 
pur’ under Kolhapur Range, 
the entry ‘(6) Special Sur- 
vey Circle (in respect of 
persons who have their 
principal place of business 
in or reside in Kolhapur, 
Satara South, Satara North, 
Kolaba and Ratnagiri Dis- 
tricts and Sholapur only)’ 
shall be added; and 

After the entry ‘(3) Bija- 
pur’ under Belgaum Range, 
the entry ‘(4) Special 
Survey Cirele (in respect of 
persons who have their 
principal place of business 
in or reside in Belgaum, 
Dharwar and Bijapur 
only)’ shall be added. 


PYARE LAL, 
Secretary, Central Board of 
Revenue, 


‘III-B 


(b) 


(e) 
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5. R.O. 272, New Delhi, the 28th 
February 1951. 


“INCOME-TAX—In exercise of 
the powers conferred by stib-sec- 
tion (1) and sub-section (3) of 
section 60 of the Indian Income- 
tax Act, 1922 (XI of 1922), the 
Central Government hereby res- 
cinds, with effect from the Ist day 
of March 1951, the exemretion 
hitherto in force under the Notifi- 
cation of the Government of India 
in the Finanee Department, No. 
878-F dated the 21st March 1922, 
in respect of the following two 
items of income, namely-— 


(i) The pensions of officers of 
Government residing out of 
India drawn from any 
Colonial Treasury or paid 
in the United Kingdom 
whether such pensions are 
paid in sterling or by means 
of negotiable rupee drafts 
on a bank in India. 

(ii) The pensions paid in the 
United Kingdom or in a 
Colony to officers of local 
authorities or employees of 
companies or of private 
employers, such officers or 
employees being resident 
out of India.” 


P. C. PADHI, 


Additional Secretary, 
Government of India, 
Ministry of Finance. 


ie ` + 


No. 22, New Delhi, the 5th 
March 1951. i 


“INCOME-TAX-———The following 
draft of certain amendments to the 
Indian Income-tax Rules, 1922, 
which the Central Board of Reve- 
nue proposes to make in exercise 
of the powers conferred by sub- 
section (i) of section 59 of the 
Indian Income-tax Act, 1922, (XI 
of 1922), is published for the in- 
formation of all persons likely tọ 
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be affected thereby and notice is 


hereby given that the said draft 
will be taken into consideration on 
or after the 81st March 1951. 
Any objection or suggestion which 
may be received from any person 
in respect of the draft before the 
date specified will be considered by 
the said Board. 


Draft Amendment. 


“In the form of Notice prescriv- 
ed by rule 18-A of the said Rules, 
after paragraph 1 the following 
paragraph shall be inserted, 
namely :—- 


“Every such person is also re- 
quired to furnish in section G of 
the prescribed form full parti- 
culars of any income or receipts 
which he considers not liable to 
tax in his hands for any reason 
whatsoever. If he does so, he 
would not render himself liable 
to penalty under Section 28 or 
prosecution under Section 52 of 
the Indian Income-tax Act, even if 
in the assessment such items are 
held to be his income”. 


PYARE LAL, 
Secretary, Central 
Board of Revenue. 
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No. 23, New Delhi, 
March 1951. 


It is notified for general informa- 
tion that the Central Government 
are pleased to approve the institu- 
tions mentioned below for the 
purposes of sub-section (1) of 
Section 15-B of the Indian Income- 
tax Act, 1922 (XT of 1922) :— 


MADHYA PRADESH: 


the 9th 


412. Shri Shivaji College cf 
Commerce, Amraoti. 
413. Shri Shivaji College of 


Law, Amraoti. 


414. National College of Arts, 
Nagpur. 
PYARE LAL, 
Deputy Secretary, 
Government of India, 
Ministry of Finance, 


No. 62 (43)—ICL (A)/50, of 
the Government of India, Ministry 
of Finance, (Department of Eco- 
nomic Affairs), dated New Delhi, 
the 4th April 1951. 


“In pursuance of. clause (v) of 
Regulation 2 of the Chartered Ac- 
ccuntants Regulations, 1949, the 
Central Government hereby re- 
cognises the following universities 
for the purposes of the said 
clause :— i 


University in Burma. 
The University of Rangoon. 


English and Welsh Universities 
The Universities of Birming- 


ham, Bristol, Cambridge, Dur- 
ham, Leeds, Liverpool, London, 
Manchester, Oxford, Reading, 


Shefñeld and Wales. 


Scottish Universities. 


The Universities of Aberdeen, 
Edinburgh, Glasgow and St. 
Andrews. 


Irish Universities. 


The University of Dublin 
(Trinity College), 
The National 
Dublin, 


The Queen’s University, Belfast. 


University of 


Universities in Pakistan. 
The University of Punjab, 
The Dacca University.” . 
B. K. KAUL, 
Deputy Secretary to 
the Government of India. 


* * me 


Notification No. 6-A.T./51 of 
the Income-tax Appellate Tribun- 
al, Bombay dated the 20th March 
1951. 


“In pursuance of sub-section 
(8) of section 5-A of the Indian 
Income-tax Act, 1922 (XI of 
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1922), the Appellate Tribunal is 
pleased to direct that the follow- 
ing further amendment shall be 
made in the Appellate Tribunal 
Rules, 1946, published in its notifi- 
cation dated the 81st October 
1946, namely :— 


“The existing rule 20 shall be 
numbered as sub-rule (1) of rule 
20 and the following shall be in- 
serted as sub-rule (2), namely :— 


“(2). The issue of the notice 
referred to in sub-rule (1) shall 
not by itself be deemed to mean 
that the appeal has been admit- 
ted”. - 

A. N. SHAH, 

President, Appellate Tribwicl. 


=m x + 


Notification No. 2-A.T./51 of 
the Income-tax Appellate Tribun- 
al, Bombay, dated the 20th March 
1951. 


“In pursuance of sub-section 
(4) of Section 7 of the Income-tax 
Act No. 8 of 1357.F and of section 
18 of the Business Profits Tax Act 
No. V, 1857 F read with sub- 
section (4) of section 7 of the 
Income-tax Act No. 8 of 1857.F, 
the Appellate Tribunal is pleased 
to direct that the Appellate Tribu- 
nal Rules, 1946 dated the 31st 
October, 1946, as amended from 
time to time, shall apply mutetis 
mutandis to appeals and applica- 
tions arising out of the State of 
Hyderabad before the Appelldte 
Tribunal under sub-section (1)‘ of 
section 13 of the Indian Finance 
Act, 1950. 

| A. N. SHAH, 

President, Appellate Tribunal. 


‘We * * 


Notification No. 3-A.T.S./51 of 
the Income-tax Appellate Tribunal, 
Bombay‘ dated the 20th March 
1951. 


- “In pursuance of sub-section 


(3) of section & of the Travancore 
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Income-tax Act, 1121, the Appel- 
late Tribunal is pleased to direct 
that in supersession of the Travan- 
core Appellate Tribunal Rules, the 
Appellate Tribunal Rules, 1946, 
dated the 31st October 1946, as 
' amended from time to time, shall 
apply mutatis mutandis, to appeals 
and applications arising out of the 
State of Travancore-Cochin before 
the Appellate Tribunal under sub- 
section (1) of section 13 of the 
Indian Finance Act, 1950.” 


A. N. SHAH, 
President, Appellate Tribunal. 


* + ko 


Notification No. 4-A.T.8./B1 of’ 


the Income-tax Appellate Tribun- 
al, Bombay, dated the 20th March 
1951. 


“In pursuance of section 8 of 
the Saurashtra Income-tax Ordin- 
ance, 1949, the Appellate Tribunal 
is pleased to direct that the Ap- 
pellate Tribunal Rules, 1946, 
dated the 31st October 1946, as 
amended from time to time, shall 
apply, mutatis mutandis, to ap- 
peals and applications arising out 
of the State of Saurashtra before 
the Appellate Tribunal under sab- 
section (1) of section 13 of the 
Indian Finance Act, 1950. 


A. N. SHAH, . 
President, Appellate Tribunal. 





SUMMARY OF PROCEEDINGS 
OF THE COUNCIL AND THE 
STANDING COMMITTEES 


The following are the summary 
of important items dealt with by 
the Fifth Council at their Meeting 
held at Madras on the 24th and 
25th February 1951. 


Audit of Co-operative Societies 
~—Consideration of replies receiv- 
ed from various States. 


The Council decided that repre- 
sentation be made to the Central 


Government to amend the Co- 
operative Societies’ Act whereby 
the position that the Registrar 
may be the auditor and the Char- 
tered Accountants may be his 
Advisers may be changed and the 
Chartered Accountants themselves 
should be the auditors of the Co- 
oferative Societies and such 
clarification will itself solve the 
problem as to the responsibilities 
of the Chartered Accountants, 
auditing the accounts of Co-opera- 
tive Socielies. 


The Council also decided that 
representation be made to all the 
State Governments inviting their 
attention to the fact that the 
maintenance of a panel was not 
desirable and that every Charter- 
ed Accountant should be eligible to 
audit the accounts of Co-operative 
Societies. 


The Council further decided that 
there should be no restriction as 


to the qualification of Chartered 


Accountants to audit by way of 
their standing for a particular 
number of years and Chartered 
Accountants on their being enroi- 


‘led as Members and obtaining a 


Certificate of Practice should be 
eligible to audit such accounts. 


The Council further resolved to 
have a consideration made by the 
Law Committee as to the other 


Acts which require a similar 
consideration. 
ts * me 


The following amendments to 
regulations regarding schedule for 
non-practising members was ad- 
opted. 


Substitute the 
clause (b): 


following for 


“Accepts or agrees to accept any 
part of fees, profits, or gains from 
a lawyer, a Chartered Accountant, 
or broker engaged by such Com- 
pany, firm, or person, or agent or 
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customer of such Company, firm 
or person, by way of commission 
or gratification’. 
: = % ws 

The following amendments sug- 
gested by the Office, enabling War 
Service candidates to appear for 
the First Examination, without 


passing the Intermediate Exami- 
nation, was approved. 


“In Clause (i) of Sub-section 
(f) of Regulation 17-A, after the 
words “Tn this behalf”, the words 
“by the Central Government urto 
80th June 1949 or thereafter” 
shall be inserted. 


(b) For the words “the Inte~- 
mediate”, substitute the word 
“guch”, 


* $ S * 


The following amendment with 
regard to the eligibility of persons 
who have not passed the Inter- 
mediate examination, but have 
passed the All India Diploma in 
Commerce Examination, with 
auditing as special subject, for 
entering into articles or audit 
service was agreed to. 


In Clause (c) of Regulation 35,. 
for the brackets. figures and word 
“(ii) and (iii)”, substitute the 
brackets, figures and word “ (ii), 
(iii) or ‘(v)”. 

In Clause (c) of Regulation 
42-A, after the bracket and figures 
“(ii)”, the words, bracket and 
figure “or clause (v)” shall be 
inserted. 


+ + * 


The foilowing amendments pru- 
viding for registration of andit 
service of those audit clerks who 
have comrleted or terminated their 
period of practical training betore 
26th May 1950 was also agreed to. 


After Regulation 42-A, but be- 
fore Chapter V, the following shall 
be inserted, namely :— 
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“42 (B) (1). A person who has 
passed the matriculation of any of 
the Universities mentioned in 
Clause (v) of Regulation 2 or an 
examination recognised by ihe 
. Central Government &s equivalent 
thereto and has entered into ser- 
vice as an audit clerk before Ist 
October, 1945, under a Registered 
Accountant entitled to train articl- 
ed clerk under the Auditors Certi- 
fieates Rules, 1982, or a person 
whose audit service has been 
terminated -or completed before 
25th May 1950 and which has not 
been registered with the Council 
under Regulaticn 42-A for any 
reason whatsoever, shall get his 
audit service registered with the 
Council in the Register of Audit 
Clerks maintained under the said 
Regulation. 


“(2) For the purpose of sub- 
regulation (1), a person shall send 
to the Council for registration the 
following not later than the—-.” 


(i) a statement containing his 
name in full, his father’s name, 
educational qualification, date of 
birth, the name of his employer 
under whcm he served as an audit 
clerk and the period of such 
service; 


(ii) original certificate of h's 
educational qualification ; 


(iii) origina! certificate of his 
Audit Service from the employer 
in Form K-2 or in a form as near 
thereto as possible. 


(iv) A 
Rs. 20. 


registration fee of 


* * * 


The following amendment to 
Regulation 42-A, enabling matri- 
culates, who had appeared for the 
First Chartered Accountants 
Examinaticn to take up Audit 
Service was also agreed to. 


In the proviso to sub-regulaticn 
(1) of Regulation 42-A after the 


figure “1932”, the words “or under} 
these Regulations” shall be insert- 
ed. y 


The Council accepted the offer 
of Messrs. A. F. Fergusan & Co., 
and Mr. N. M. Shah to give a prize 
being of a cash value of Rs. 200 
being given to candidates of the 
Final Examinetion, under certain 
conditions and decided that in 
future offers for frizes alone 
should be accepted and that such 
offers should be accepted if the 
donors agree te donate a lump 
sum, income from which would 
amount to Rs. 400 a year. The 
offers of Messrs. A. F. Fergusan 
& Co. and N. M. Shah are to be 
effective from May 1951 Examina- 
tion. 


* a. * 


It was decided that Universities 
recognised for recruitment to the 
Indian Administrative Service may 
be recognised for purposes of 
Regulation 2 (v). 


* a 


The Council decided that desig- 
nations as “Chartered Accountant 
(1)” by persons who have passed 
the Chartered Accountants’ First 
Examination should not be allowed 
to be used and that if such desig- 
nations were used, the Council has 
the inherent power to launch pro- 
secution under Section 24 of the 
Act. 


* * "- 


The Council decided that the 
President of the Council should þe 
nominated for the All India 
Council for Technical Education 
as desired by the Ministry of 
Education 


* % * 


The Council decided that a 
practising member would be deem- 
ed to have acted improperly, in 
writing letters to the various 
Ministries of the Government to 
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include his name for the panel of 
Accountants, if any, maintained. 


i * * 


The Council, considering a letter 
from one of the members, decided 
that there is nothing illegal in one 
partner of the firm of Chartered 
Accountants, taking up the audit 
of a Charitable Institution, when 
the other member of the firm of 
Chartered Accountants is on the 
Managing Committee of the Chas- 
ftable Institution. But the Council 
also resolved that the matter of 
whether the acceptance is in order 
on ethical grounds be, however, 
left to the conscientious discretion 
of the partners of the firm of 
Chartered Accountants. In this 
connection, it was decided to add 
the following clause to Regulation 
62 (f). 


“(g) Attending to all references 
made to the Council by any mem- 
ber of the Institute concerning his 
duty under a given circumstance 
and the interpretation of Charter- 
ed Accountants Act or Rules made 
thereunder. The decision of the 
Committee on all such references 
shall be the decision of the Coun- 
cil, until the same is over-ruled by 
a meeting of the Council”. 


* * aa 


To a query from a member, 
enquiring whether it is right and 
in accordance with the Rules for a 
member to continue to practise 
under the old firm name of A & B, 
when B has not been in partner- 
ship in the firm from a particular 
date, the Council saw no objection 
in one member using the firm name 
in these circumstances and decided 
that the matter is one depending 
upon the agreement and that there 
appeared to be no prohibition 
otherwise. 


* * * 


The Council decided that there 
will be no bar to a member putting 
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up a name board in the place of his 
residence with the designation 
“Chartered Accountant’, provided 
it is a name plate or a name board 
of an individual member and not 
of the firm. 


+% * xk 


The Council decided to dispense 
with the practice of requiring the 
filling in of Form P by State 
Governments and also agreed to 
the following amendment: 


“In clause (2) of Regulation 11, 
for the words ‘Central Govern- 
ment’, the words ‘Central aud 
State Governments" shall be sub- 
stituted”. , 


œ x ™ 


It was agreed to have the 
folowing amendments to the 
Chartered Accountants Act, re- 
garding disciplinary matters and 
it was resolved to write to the 
Central Government that these 
amendments to the Act Is very 
necessary. 


Insert the following proviso 
after Section 21-D— 


“Provided that in the case of a 
finding on an information or a 
complaint (other than a complaint 
made by or on behalf of the Cen- 
tral Government) the Disciplinary 
Committee and the Council are of 
the opinion thal the misconduct 
proved against a member is not 
such as to render him unfit to be 
a member of the Institute, but only 
such as to justify a censure, the 
Council may censure the member 
concerned instead of forwarding 
its finding to the High Court”. 


* * a 


In noting the resignation of 
Sri C. C. Desai and the appoint- 
ment of Sri Ambegaokar, in his 
place, as the Member of the 
Council, the Council adopted the 
following resolution unanimously. 


“Resolved that the letter of Shri 
Desai be recorded. Further re- 


‘solved that the meeting of the 


Council records its deep sense of 
gratitude to Sri Desai for his very 
valuable servize rendered to the 
Institute in bringing the Institute 
to existence and guiding the 
Council in respect of important 
matters in the initial stages. 
Further resolved that the Council 
records its appreciation for the 
personal attention given to the 
matters ielating to the Institute 
both by Shri Desai and Sri 
Ranganathan”. 


The Council decided that 
generally a representation to the 
Council be made stating that any 
punishment meted out as disquali- 
fication under Section 61 of the 
Indian Income-tax Act, should not 
in any event be more severe than 
the punishment meted out to the 
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member under the Auditor’s Certi- 
ficates Rules 1982 or Chartered 
Accountants Act, 1949, and the 
right of representation should be 
automatically given on the pericd 
of punishment being over. 


* * at 


The Council decided that the 
Institute of Costs and Works Ac- 
countants is not an Accountancy 
Institute within the meaning of 
section 7 and, therefore, there was 
no bar to the vse of the letters 
“A.I.C.W.A.” or “F.I.C.W.A.”, 
after A.C.A, or F.C.A. by the 
Members, of that Institute, if they 
happen to be our: members. 


* w hai 


The Council approved of a pro- 
posed amendment in sub-clause 
(v) and (vi) of Regulation 11, 
extending the time-limits in cases 
wherever necessary. 











MEMBERSHIP 
The following Associate Members were enrolled during March, 1951. 
E Oa Name in full Place aie 
O. Enrolment 
1965 * Minoo Burjorjee 
Mukadam Bombay 2-3-1951 
1966 Mritvunjay Banerjee Ghola 8-3-1951 
1967 Arun Kumar Basu Calcutta 7-3 1951 
1968 Jnanendra Nath Ghosh Calcutta 8-3-1951 
1969 Laxminarasimhan 
Rangamani Madras 8-3-1981 
1970 + P. R. Ramavenkata- Kolar Gold 
subramaniam „Fields 8-3-1951 
1971 Sankaranarayana . 
Srinivasa [ver Travancore 13-3-1951 
1972 T. S. Vaidyanatha Iyer Trichur 15-83-1951 
1973 * Pesi Jamshedji 
Kapadia Bombay 15-38-1951 
1974 Mahomed Ibrahim Hyderabad 20-3-1951 
Ahmed (Dn.) i 
1975 E. C. Jacob Kottayam 24-3-1951 
1976 Kottayam Kadangote 
Sridharan Nambiyar Cherukunnu 28-3-1951 
1977 x C. S Ramanujam Tambaram 28-3-1951 
1978 * Biswajit Sen Calcutta 28-5-1951 


* Denotes not in practice, 
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The following Fellows were admitted during the montn of 
March, 1951. 
Member- Date of 
ship No. Name REEE Enrolment. 
286 — Dinshaw P. Guzdar Bombay 24-3-1951 
528 * Dharapuram 
Narasimhiyengar 
Venkataram Bombay 24-8-1951 


* Denotes not in practice. 


E” 


STATISTICS FOR THE MONTH 
OF MARCH, 1951: 


Associates enrolied .. l4 
Fellows Admitted ig 2 
Associates restored E l 


Certificates of Practice 


issued.— 
Associates .. 14 
Fellows 5 


Termination of Membership. Nil 
Cancellation of Certificate 
of Practice.-— 
Associates converted into 


Fellows ae | 
Associates te 2 
Fellows .. Nil 

Articles registered .. 33 
Articles cancelled ee UNG 
Audit Clerks registered oa o 
Audit Clerks’ registration 
cancelled ac: Nil 


No. of candidates applied for 
admission to the examina- 
tion to be held in May, 
1951.— 


1. First Examination .. 915 
2. Final Examination .. $038 





SPECIAL ARTICLES: 


“RECOVERY OF TAX ON 
FOREIGN INCOME” 


(By ‘Hope’) 


The proviso to Section 45 ap- 
pears to have keen overlooked by 
the Income-tax Authorities in a 
large number of cases where the 
facts and circumstances entitle an 


Aec M. 


ussessee i from the 


operation of the Section. It is 
equitable, it not striccy legal, that 
a State cannot have the benehts 
ot taxation when the benefits of 
tne corresponding income have not 
been enjoyed by the assessee. 
This principle is the underls ing 
intention of the legislature in 
enacting the proviso to Section 45, 
but unfortunately it is seldom 
recognised by the Income-tux 
Department, who turn down all 
contentions raised by the assessee 
tor exemption of penal proceed- 
ings under the proviso. The 
general principle ot law is that 
the foreign income cannot be heid 
to have been brought into the 
country, if it had undergone 
transformation into capital befcre 
the time of remittance. But tne 
definition of “income deemed to 
have been brought into India” 
exclusively for the purpose cf 
Section 45, however, over-rides 
the general principle governing 
taxation liability on account of 
foreign income on the basis of 
remittances. The explanation to 
Section: 45 lays down that the 
income shall be deemed to have 
been brought into India (a) if it 
has been utilised or could have 
been utilised for the purpose of 
any expenditure actually incurred 
by the assessee outside India; or 
(b) if the income whether capita!l- 
ised or not has been brought into 
India in any form. Therefore, 
the exemption under the proviso 
to Section 45 cannot be claimed 
when the profits before remittance 
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have been converted into capital or 


, alternately when profits remitted 


had been sunk in fixed assets like 
Building, Machinery ete., which 
yield little or no income. ‘The 
position is complicated in a case 
where there had been no foreign 
exchange restrictions during prior 


years when remittances were made’ 


and they had in turn flowed inio 
fixed assets and subsequently the 
exchange laws of the foreign 
country were mended resulting in 
total prohibition or restriction of 
remittance of funds into the tax- 
able territories. In many cases 
the fixed assets into which the 
remittances of foreign profits have 
been ploughed in during the years 
when remittances had been possi- 
ble are encumbered with charges 
created for payment of Indian 
Revenue. Even assuming that 
there are fixed assets abroad, 
which yield foreign income, the 
operation of restrictions in the 
remittance of future years will 
render the assessee unable to meet 
his income-tax liability in India. 


The vital issue, therefore, is 
whether in the circumstances the 
provisions of Section 46 can justi- 
fiably be invoked for the collection 
of arrears of Indian Tax by taking 
distraint proceedings against the 
fixed assets of the assessee in 
India. The Income-tax Authorities 
may very well contend that re- 
covery proceedings under Section 
46 must be commenced within one 
year from the last date of the 
financial year in which the demand 
notice was served on the assessce; 
but it cannot be overlooked that 
the limitation of one year laid 
down in Sub-section (7) does not 
apply to cases where the arrears 
of, tax relate to foreign income 
arising in 3 country abroad, 
wherefrom remittances are prvni- 
bited by exchange restrictions. 
Although there are other methods 
of collection of arrears of tax, 
such as filing a suit etc., in regard 
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to which the period of limitaticn 
does not apply, it is a matter of 
regret that the  Income-tax 
Authorities invariably take tne 
view that the only course open to 
them is to proceed under sub- 
section (7) of Section 46 by taking 
distraint proceedings which more 
‘often prove to be harassing the 
poor tax-payers. No doubt, if it 
is necessary, the tax-payer should 
guarantee that there will neither 
be a disposal nor an alienation of 
his fixed assets. It will certainty 
be convenient to all parties if 
arrangements with the Govern- 
ment of the foreign country are 
made for adjustment of income- 
tax demands in their respective 
currencies and the Reserve Bank 
of India is authorised to collect 
them. It will be unjust and in- 
equitable to resort to coercive 
proceedings which go only to 
tarnish the fair name of the 
agsessee, 


At present there is no provision 
in the Act for an application to ve 
filed before the Income-tax Arpel- 
late Tribunal for obtaining a stay 
order against proceedings for re- 
covery of tax. It will: indeed be 
beneficial if the Income-tax Appal- 
late Tribunal is vested with juris- 
diction and powers to entertain 
end hear urgent applications 
under Section 46 praying for stay 
of proceedings for collection of tax 
in a case wherc the assessee has 
substantial and valid grounds ror 
exemption under the proviso to 
Section 45, the merits of whicn 
the department invariably refuse 
tc consider. The justification and 
equity of the case will be better 
appreciated by the Tribunal when 
the liability of the foreign income- 
tax is challenged by the assessce 
in atpeals pending disposal either 
before the Appellate Assistant 
Commissioner or the Appellate 
Tribunal. 


While moving. the Taxation on 
income Investigation Commission 
(Amendment Bill), Mr. Mahavir 
Thyagi had admitted that out cof 
the total tax of Rs. 287 ‘lakhs 
payable in income suppressed, 
Rs. 90 lakhs had only been realis- 
ed. The reason given by him tur 
such disparity was that the money 
was not available as a lump sum 
lying in a pit but had been eri- 
ployed in some form or other or 
even invested in Benami Shares. 
Hence the taxation debt had to Le 
realised only in instalments. When 
the Central Government is so 
careful and slow in recovery of 
tax on even income suppressed by 
tax-payers, it passes one’s under- 
standing why an assessee, having 
foreign income which cannot be 
remitted, should not receive a rncre 
sympathetic consideration. Will 
the Council of the Institute of 
Chartered Accountants take up ihe 
matter with the Government and 
do the needful tc redress the hard- 
ship of the poor tax-payers? 





“AN ARTICLE ON THE 
PRINCIPLE OF SUBROGATION 
IN INSURANCE?” 


(By Shri Bijan K. Sen Gupta. 
M.A., B.Com., A.C.A., Professor, 
City College, Commerce 
Department, Lecturer, Calcutia 
University) 


4 

Subrogation’ is the doctrine of 
substituted right, e.g., where ‘cne 
person after indemnifying another 
under a contract of indemnity 
becomes entitlec to the rights of 
the person indemnified in respect 
of the loss. 


Arising out of the principle of 
indemnity and on grounds of 
publie policy, underwriters ace 
entitled upon payment of a claim, 
to take. over the rights of the 
assured against any other parties 
who may be responsible for the 
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loss, either at law or under 
contract. 


“The doctrine is well established 
that where something is insured 
against loss either in a marine or 
a fire policy, after the assured has 
been paid by the insurers for tne 
loss, the insurers are put in tne 
place of the assured with regard 
to every right given to him by the 
law respecting the subject-matter 
insured, and with regard to every 
contract which touches the snb- 
ject-matter insured, and which 
contract is affected by the loss or 
safety of the subject-matter m- 
sured by reason of the peril 
insured against”. (Brett, L.T., in 
Danell v. Tibbite (1880), 5 Q.B.D. 
568). 


The doctrine of subrogation has 
been adopted sclely for the purpose 
of preventing the assured from 
recovering more than a fuli in- 
demnity (Castallain v. Preston 
(1888) 11 Q.B.D. 880, C.A.), 
since he cannot be allowed to make 
a profit out of his insurance. 


The doctrine of subrogation is 
applied in accordance with the 
following rules, namely :— 


(1) All rigkts and remedies 
possessed by the assured in 
and over the subject-matter 
of insurance against chird 
persons, must after pay- 
ment of the amount due 
under the policy, be ceded 
to the insurers, and may be 
exercised .by them in the 
name of the assured. 


(2) All sums, or the value of 
any benefits, received by the 
assured before paymenz by 
the insurers of the amount 
due under the policy, from 
whatever source they may 
be derived, whether from 
the salvage of the subject- 
matter of insurance or 


from third persons, must be 


April, 1981. 


deducted ‘from the sum 
payable by the insurers, 
and the balance only, ‘£ 
any, is recoverable by the 


assured. 
(8) Any sums, or any other 
benefits, received by the 


assured after payment by 
the insurers of the amount 
due under the policy, from 
whatever source they may 
be derived, are received by 
him on behalf of the 
insurers, and must be ac- 
counted for by him to them, 
although he may retain “or 
his own benefit any balance 
remaining after he has re- 
paid to them a sum equiva- 
lent to that originally paid 


by them. 
(4) The insurers, may, how- 
ever, by the terms upon 


which they settle the assur- 
ed’s claim, or by their 
conduct towards the assur- 
ed, debar themselves from 
afterwards asserting their 
rights. 


If the sum received from 
the insurers under the 
policy is insufficient io 
indemnify the insured be 
reason of his being under- 
insured, the right of subra- 
gation is qualified by the 
paramount right of the 
insured te receive a full 
indemnity, and unt’ that 
portion of the loss whicn 
falls upon him has been 
satisfied, the insurers can 
have no claim. (Castallain 
v. Preston (1883) lIl 
Q.B.D. 320, C.A.) 


(5) 


The amount which under- 
writers can recover by the 
exercise of the -assurou’s 
right and remedies, after 
they have paid a claim, is 
limited to the amount they 
have paid, any. surplus 


(6) 


being for the benefit of the 
Assured. 


The right of subrogation exisis 
whether tke loss is total or partial. 
There is no subrogation under a 
void policy. 


Inasmuch as the rights waich 
pass to the insurers by virtue or 
subrogation are merely the rigats 
of the assured, the insurers being 
unable to maintain any claim 
against third persons in their own 
right, certain obligations are im- 
posed upon the assured with the 
view of securing to the insurera 
the full benefit of the subrogation. 
These obligations are the follow- 
ing, namely :—~ 


é 


(a) The assured must assist the 
insurers in enforcing any 
claims which he may have 
against third persons m 
respect of the loss. 


(b) The assured must do no act 

by which the insurers may 
be prejudiced. He is there- 
fore not entitled, without 
their sanction, to enforee 
any claim arising out of the 
loss himself, and he may, 
‘upon their application, be 
restrained from so doing. 


The doctrine of subrogation does 
not apply to life assurance and 
personal accident insurance as 
contracts of life assurance and 
personal accident insurance are 
not contracts of indemnity. 


It follows frcm the nature of a 
contract of indemnity that the 
insured cannot recover more than 
the actual amount of his loss and 
must not profit from insurance. 
An apparent exception to this rule 
exists in the case of “valued” 
policies, under which the sum pay- 
able in the event of a total loss is 
agreed upon beforehand, but in 
Lewis v. Rucker (1761), 2° Burr. 
1167, 1171, (Marine Insurance) 
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Lord Mansfield stated that “a 
valued policy is not to be consi- 
dered as a wager policy......... 
the only effect of the valuation is 
fixed the prime cost, just as if the 
parties admitte it at the trial, 
but in every argument and for 
every other purpose it must be 
taken that the value was fixed ijn 
such a manner as that the insured 
meant only to have an indemnity. 


* -4 * 


“ACCOUNTING PROBLEMS OF 
OUR NATIONAL 
CORPORATIONS:” 


(By Dr. Rustom C. Cooper, ` 
M.Com., Ph.D., (Heon.) A.C..4, 
A.S.A.A (Hons.) 


In these days of nationalisation 
of industries, the financial and 
accounting problems of national 
corporations and state trading 
undertakings must naturally as- 
sume tremendous importance. It 
is a matter of regret that the 
study of technique and problems 
of nationalized accounting has 
been completely neglected in India. 
Recently, a series of shortcomings 
of our national corporations and 
state projects has been brougfnt to 
light both in the Parliament and 
the Press. One of the most potent 
factors which may lead to such 
unfortunate situation in any 
nationalised industry is inadequacy 
of financial and accounting control. 
There is a clear tendency to lay 
insufficient emphasis on the 
financial problems which resuit 
from the enormous size. of 
such a concern. Serious Lro- 
blems—both initial and  proce- 
dural—must necessarily arise ‘as 
a result of the scale of opera- 
tions, a neglect of which invariably 
leads > to financial disaster 
operating losses and a waste of 
tublic money. The neglect: of 
initial accounting problems 3ncws 
up in scandalous waste of valuable 
economic resources’ such as has 
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been brought to light recently ın 
case of the Damodar Valley Pro- 
ject, Governmenc Tractor schemes, 
Fertilizer Factory, Pre-fabricated 
Housing Factory, certain state 
Transport Organizations, etc. As 
the years progress, we may be 
faced with more and more abuses 
connected with procedural losses 
arising out of the day to day 
financial organisation of our 
nationalised undertakings, such 
as, for instance; the recently 
detected fraud in the B.E.S.T. 
Undertaking of Bombay. 


The subject of financial and 
accounting problems of nationatis- 
ed industries is of such magnitude 
as will require years of practical 
experience and a voluminous study 
of accounting peculiarities which 
is clearly outside the scope of this 
brief article. Here one can, at 
best, make a mere passing refer- 
ence to only a few of the import- 
ant points. 


At the outset, we will do well to 
notice some of the basic features 
of nationalised enterprise which 
have important bearing on their 
financial and accounting problems. 
The nationalised industries are 
owned by the state and are operat- 
ed in the national interest. Most 
of the nationalised projects, e.g. 
railways, post and telegrams, ete. 
operate under monopolistic condi- 
tions resulting in greater possibi- 
lity of wastage of economic 
resources due to lack of incentive 
for private profit and absence of 
competition. National corpora- 
tions are also faced, as stated 
already, with serious problems 
arising out of the enormous scale 
of their operation. An idea of the 
difficulties which must necessarily 
arise from size alone can be had 
from the fact that the whole finan- 
cial organisation of the national 
Coal Board of England involves 
Supervision over 7,50,000 emplo- 
yees, 1,500 individual collieries, 


eighty brickworks, thousands of 
miles of private colliery railways, 
200,000 acres of land, 150,000 
houses and more than fifty different 
kinds of ancillary activities. “The 
organisation of the Board is divid- 
ed into 46 acres for convenient and 
efficidnt management. However, 
each area is also a very large 
financial unit comprising of nearly 
£10 mills capitalisation, an equi- 
valent amount of average annual 
turnover and about fifty collieries 
with 20,000 employees. 


The above figures and the fact 
that the Accounts Division of the 
National Coal Board was required 
to take over, at a very short notice, 
the accounts of: more than 800 
different concerns with widely 
varying accounting systems bring 
out clearly the immensity of the 
task. It is remarkable that the 
change was achieved without dis- 
aster or any serious complications. 


INITIAL PROBLEMS OF 
FINANCIAL ORGANIZATION: 
Where a large nationalised under- 
taking involves sub-division into 
different areas, financial control 
must necessarily be decentralised. 
However, this does not preclude 
the necessity for proper supervi- 
sion and co-ordination between 
different areas. 


When a national corporation is 
formed to take over the responsi- 
bility for a given industry, it has 
to ensure that adequate account- 
ing arrangements will come into 
force simultaneously throughont 
the industry required to be taken 
over. 


It often happens that fixed 
assets which vest in public corpo- 
rations upon rationalisation of the 
industry have not been. valued 
specifically for the purpose of 
determining the compensation to 
be paid for acquiring them from 
their previous private owners. 
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This would particularly be true 
where the figure of compensation 
is settled by reference not to the 
asset values but net maintainable 
revenue or the market values of 
shares and securities of the indivi- 
dual concerns. In such cases the 
values to be attributed to the 
transferred assets in the books oi 
the national corporation consti- 
tutes a very important, and yet, 
complicated problem. It would not 
only affect the amounts to be 
entered in the asset or capital 
account but also the whole policy 
of future provision for deprecia- 
tion, and therefore, the net 
revenue disclosed by the annual 
accounts. It has been the practice 
in such cases to bring all the 
acquired assets, for which renew- 
al or depreciation provisions are 
to be set aside, to a common price 
level, namely, their replacement 
value at the time they were 
acquired, and all future deprecin- 
tion charges will then be calculat- 
ed on these adjusted book values. 


The experience of nationalised 
industries elsewhere goes to show 
that because of various complica- 
tions involved the passing of 
opening ‘accounting entries for 
fixed assets taken over may often 
remain incomplete for as many as 
three to four years after nation- 
alisation. In such cases, deprecia- 
tion provisions have to be based 
on the best estimates which can 
be made of the compensation 
which will ultimately be payaole. 
A major bottle-neck which leads 
to such delays is that the staffs of 
the individual concerns taken over 
may remain very busy with their 
day-to-day work right upto the 
last day of private enterprise and 
will not be in a position to enter 
the National Corporation’s service 
to carry out the preliminary work 
of organisation. 


If proper care and preparation 
are not available it may happen 
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that the national corporation does 
not know, on the appointed date 
of nationalisation, exactly what 
assets had vested in it or mignt 
vest subsequently by the exercise 
of options. It may not have 
received from the former owners 
the inventories of Stocks which 
had become vested in it, for which 
it has become responsible and 
which it is, in fact, using. Where 
nationalisation takes place at a 
very short notice, it becomes im- 
possible to devise and bring into 
operation on the very day of 
nationalisation, for months there- 
after, completely new accounting 
system which would take account 
of the diverse conditions through- 
out the industry. 


GENERAL ACCOUNTING 
PROBLEMS OF NATIONAL 
CORPORATIONS: Besides the 


financial problems arising out of 
initial organisation, the day to 
day working of the accounting 
department of a large national 
corporation may have certain 
peculiarities of its own. For ex- 
ample, many corporations are 
known to lack the basic require- 
ments on which sound stores 
accounting ought to be based, 
such as adequate buildings to 
house the stores and effective 
_ control of receipts and issues. 
Accounting efficiency would also 
depend very largely on the extent 
«to which uniformity is imposed in 
different areas and divisions. As 
there would be an obligation to 
prepare and present to the Parlia- 
ment one set of accounts for the 
whole activity of a national corpo- 
. ration, complete uniformity in 
classification of accounts and acti- 
vities is most imperative. In the 
U.K. complete coding arrange- 
ments have been introduced, so 
that by a code reference every 
transaction can be readily classi- 
fied as to the nature of the income 
or expenditure, the unit and type 
of activity concerned, and the 


area and division of operation. 
Maintenance of control ledger and 
monthly extraction of trial balan- 
ces are also resorted to. 


Proper presentation of accounts 
is equally important. For ex- 
ample, the Revenue Account may 
be so designed as to analyse all 
income and expenditure in iwo 
ways: (1) according to the nature 
of the income or expenditure; and 
(2) according to the purpose for 
which the income has been receiv- 
ed or the expenditure incurred, 
the two basis being completely 
integrated. 


Another serious problem which 
frequently arises in case of naticn- 
al corporation is the proper treat- 
ment of internal, and inter-unit 
transactions (between different 
areas or units of the corporation) 
so as to facilitate their exclusion 
from consolidated accounts. This 
entails maintenance of a complete 
system of identification of these 
transactions and of clearing 
balances on current accounts. 


The maintenance, adjustment 
and improvement of the uniform 
accounting system of a national 
corporation would require a 
steady flow of instructions from 


the chief accountant. Such official l 


instructions may have to deal with 
routine matters, improvements, 
accounting and financial effects cf 
proposed changes in policy, dev- 
elopments in accounting system, 
classifications, etc. 


No special concessions need be 
made in case of national corpora- 
tion so far as annual accounts aad 
audit are concerned. Any laxity 
or latitude here may mean ineifi- 
ciency and uneconomic working. 
Accounts should be duly prepared 
and audited every year and pre- 
sented to the proper Ministry con- 
cerned, which in its turn will 
present the same to the Parlia- 
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ment. Non-observance of this 
practice has already started doing 
a lot of damage in case of some 
Indian nationalised concerns. Be- 
fcre the end of thé financial year 
detailed instructions should tke 
given to every accounting unit, 
including a complete time-table 
for the whole period of audit and 
stock-taking. The experience of 
three years’ working of tn2 Na- 
tional Coal Board of Great Britain 
has shown that with adequate 
planning and organisation there 
is no difficulty in keeping to a 
time-table, which enables the final 
accounts for the whole of the 
Board’s affairs to be signed by the 
professional auditors about four 
months after the end of the finan- 
cial year. This is all the more 
remarkable when one finds that 
the Coal Board’s published 
accounts run into about 70 print- 
ed pages together with 18 pages 
of explanatory notes. These 
accounts are being prepared in 
accordance with “the best com- 
mercial standards” but in a form 
directed by the Government. It is 
now customary to preface the 
complicated annual accounts of a 
national corporation with a sum- 


marised statement of financial 
results. 
Finally, it is most desirable 


that the accounts of our National 
Corporation be audited by profes- 
sional auditors of the highest 
standing. They should be submit- 
ted to the Parliament and repre- 
sentatives of the nationalised 
corporations and concerns should 
be made to appear vefore the 
Public Accounts Committee tor 
detailed interrogation. 





LEGAL NOTES 


O. A. O. A. M. Muthiah Chet- 
tiar v. Commissioner of Income- 
taz, Madras—— (1951) 19 LT.R. 
402. 
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The assessee was assessed to 
income-tax on the 4th February 
1948 and the assessment order 
wes received by him on the 24th 
February 1948. He filed an appli- 
cation before the Commissioner 
of Income-tax under Section 33-A 
(2) of the. Indian Income-tax 
Act which was rejected by the 
Commissioner in limine on the 
ground that it was barred by limi- 
tation. On the 18th February 
1949, the assessee filed an appliva- 
tion in the Madras High Court for 
the issue of a writ of mandamus 
to the Commissioner directing him 
to entertain his application and to 
dispose of it in accordance with 
law on the ground that the appli- 
cation under Section 83-A filed 
within one year from the date of 
receipt of the assessment order 
was not barred by limitation. 


The Madras High Court in 
allowing the application referred 
to the decisions in Secretary of 
State for India in Council V. Gopi 
Setty Narayanaswami Naidu Garu 
(84 Mad. 151) and Swaminatha 
V. Latchumanan (58 Mad. 491 
which supported the assessee’s 
contention that the date of the 
order does not mean the date when 
the officer passed the order, but 
the date when such order was 
either communicated to the party 
or the date when it was pronoune- 
ed or published in such a manner 
that the party must be deemed to 
have had notice of it on the date 
of such pronouncement or publi- 
cation. This rule, the Court said, 
is based upon a salutary and just 
principle that if a person is given 
a right to resort to a remedy to 
get rid of an adverse order within 
‘a prescribed time, limitation 
should not be computed from the 
date earlier than that on which 
the party aggrieved actually knew 
of the order or had an opportunity 
of knowing the order and there- 
fore must be presumed to have 
had knowledge of the order. The 


t% 


Court further opined that tne 
length of the period prescribed 
for filing the ‘revision petition had 
no bearing on the question. 


It was argued on behalf of the 
Department that the provision in 
Section 33-A(2) does not pres- 
cribe a time limit for the exercise 
of the right of the aggrieved purty 
but it imposes a limit te the exer- 
cise of the revisional powers by 
the Commissioner. The Court did 
not accept this view. 


On behalf of the Commissioner, 
it was further contended that a 
writ of mandamus cannot be 
issued in respect of any proceed- 
ings under the Indian Income-tax 
Act because the Act is a complete 
code in itself providing for adequ- 
ate remedies for aggrieved asses- 
sees. The Court held that there 
was no substance in this objec- 
tion. The aprlication was not 
made to obtain any reliefs which 
the assessee might obtain under 
the provisions ofthe Income-tax 
Act. The application was only to 
direct the Commissioner to entes- 
tain an application provided by 
the Act itself on the ground shat 
he had been improterly denied 
that right and the assessee could 
not obtain this relief under any of 
the provisions of the Income-tax 
Act. The aprlication for the writ 
was made only about a year after 
the date on which the revision 
petition was rejected. ‘The Court 


held that, although there is no’ 


period of limitation as such pres- 
eribed for applications for the 
issue of prerogative writs, long 
delay can be one of the grounds 
for refusing to granttan ‘applica- 
tion for the issue of such: writs. 
The court” nevértheless granted 
relief in this case as‘the applicant 
had sought some remedy from the 
Central Board of Revenue unsuc- 
cessfully but- disallowed .the costs 


- 


of the’petition.. 3: -7, 
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Ghanshyam Das Gangadhar v. 
Commissioner of Income-taz— 
(1951) 19 I.T.R. 349. 


In the excess profits tax assess- 
ment of the assessee for the 
accounting year ending the 31st 
July 1944, the minimum standard 
profit was computed only for eight 
months on the ground that the 
assessee’s business was disconti- 
nued on the 31st March 1944. rhe 
Tribunal confirmed this assess- 
ment. The business of the 
assessee was that of a cloth dealesc. 
There was no purchase or sale 
after the 81st March 1944; there 
were no stocks left on that date 
and all the employees were dis- 
charged before that date. On the 
ground that during the period 
from the Ist April 1944 to the 31x¢ 
July 1944 some realisations and 
some payments were made, it was 
contended that the business conti- 
nued till the end of that- period. 
Rejecting this contention, the 
Patna High .Court held that on 
the aforesaid materials the 
Tribunal was justified in coming 
to a finding that the business of 
the assessee discontinued after the 
gist March 1944. 


* * * 


Commissioner of Income-tax v. 
K. R. M. T. T. Thiagaraja Chetty - 
& Co.— (1951) 19 I.T.R. 261. 


The assessee firm were the, 
managing agents of a comrany. 
Under the terms of the managing 
agency agreement, the managing 
agents were entitled to a remune- 
ration of Rs. 1,000/- per month, 
14 % -commission on sales of yarn, 
ete., and 10% commission on the 
net profits of the company. The 
commission on sales and the com- 
mission on the net profits amount- 
ed,to Rs. 2,26,850-5-0 in the year 
of accoynt ending 31-3-1942. The 
managing’ agents were indébt- 
ed to the company for a long 
time in,a sum which amounted 


April, 1951. 


in the accounting i year to 
Rs. 2,04,058-11-8. On 80-8-1942, 
the assessees wrote to the com- 
pany requesting them to write off 
their previous indebtedness and 
pay the amount earned by therr in 
full. On the same day the direc- 
tors of the company resolved that 
the sum of Rs. 2,26,850 due to the 
assessees should not be paid but 
should be kept in suspense until 
the Board of Directors came to a 
final decision on the matter ond 
that it was decided to take up the 
matter at the next meeting. As a 
result of this resolution, the com- 
pany kept the amount in suspense 
and did not pay it over to the 
assessees. In the assessment of 
the company, the company claim- 
ed the amount as deduction which 
vas allowed. The assessees main- 
tained no accounts of their own 
with regard to their-remuneration 
and commission. 


In the assessment for 1942-43, 
the assessees contended that they 
are assessable only on cash basis 
on what is received and that as the 
sum of Rs. 2,26,850-5-0 was not 
raid to them, they cannot be taxed 
on that amount. The Income-tax 
Officer rejected this contention. 


He held that the resolution of the . 


Board of Directors was collusive 
end that the income which accru- 
ed to the assessees whether receiv- 
ed or not was chargeable to 
income-tax, particularly as there 
was no dispute regarding the 
actual amount payable to the 
egsessees. This view was confirm- 
-l by the Appellate Assistant 
Commissioner. The Tribunal, dis- 
-~veeing with this view, held that, 
the resolution was not collusive 
but was bona fide, that in the pre- 
vious years the income was asseas- 
ed on cash basis as the commis- 
sion and remuneration were snid 
to the assessees- by the company 
and that as in the present vear the 
amount was not paid, the assessees 
had acquired only a right to 


receive the amount and: the in- 
come itself had: not accrued to 
them. The matter came up before 
the Madras High Court on refer- 
ence and was considered by a 
Bench consisting of Satyanara- 
yana Rao and Viswanatha Sastry, 
Jd. 


It was contended on behalf of 
the assessees that under the terms 
of the managing agency agree- 
ment the assessees were bound to 
maintain proper and complete 
books of account in respect of all 
the transactions of the mills and 
such accounts in so far as they 
related to the assessees may be 
really treated as their accounts. 
Rejecting this -contention, the 
Court held that the method of 
accounting contemplated by Sec- 
tion 18 of the Indian Income-tax 
Act was the method of accounting 
regularly employed by the asse3- 
sees in respect of’ their income, 
profits and gains and not an 
account maintained by them for 
the purpose of the company and 
that there was no material for the 
finding of the Tribunal. that the 
assessees were being assessed on 
cash basis in years prior to the 
account. : 


Satyanarayana Rao, J. held that 
the sum was not income of the 
assessees which had accrued and 
arisen in the accounting year and 
was therefore not taxable. His 
view was: If the company had 
adjusted the amount towards the 
debt due to them and made an 
entry to that effect in the accounts 
instead of keeping the amount in 
suspense, there would undoubted- 
ly have been a receipt of the 
money and apart from any other 
question the assessees would 
have been liable. But until 
such adjustment is made and 
the entry to that effect in the 
accounts was made by the com- 
pany, it cannot be said that in the 
present case there was a receipt of 
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the money in the sense in which it 
is understood under the Income- 
tax Law. The attitude taken by 
the directors was that they would 
not pay the amount unless the 
question of writing off the indebt- 
edness was decided either by 
arbitration or by the general body. 
They had kept the money in 
suspense and resisted the- claim 
made by the assessees. It was 
therefore money which was not 
available and which was at the 
assessees’ disposal. They could not 
have called up the money as if it 
was money lying in their bank 
account or money held by an 
agent on their behalf and for their 
benefit and use. No doubt where 
the commercial accountancy pre- 
vails, it is an exception to the 
normal rule that the income musi 
be some money which is at the 
disposal of the assessee and whizh 
he could call and use at any time. 
The learned Judge however 
answered this contention by hold- 
ing that the amount under consi- 
deration was not profit of a busi- 
ness falling under Section 10 of 
the Indian Income-tax Act and 
must necessarily fall under Section 
12 which relates to “income, pro- 
fits and gains from other sources.” 


Viswanatha Sastri, J. differing 
from the view expressed by Satya- 
narayana Rao, J. held that the 
sum of Rs. 2,26,850/- was assez- 
sable to income-tax as part of the 


, profits and gains that had accrued 


to the assessees during the 


accounting year. 


Viswanatha Sastri, J. was in- 
clined to treat the sum in question 
as the profits and gains of a busi- 
ness coming under Section 10 of 
the Indian Income-tax Act whith 
could be computed according to 
the mercantile system and that 
this method of accounting is per- 
missible even in the case of profits 
and gains which do not fall under 
Section 10, but under the residu- 
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ary Section 12 which, according 
to Satyanarayana Rao, J. would 
apply to the managing agency 
profits. It was also observed by 
him that a perusal of the asses3- 
ment orders based on the returns 
furnished by the firm for the 
assessment years 1940-41 and 
1941-42 showed that the asses- 
gees’ method of accounting accept- 
ed by the department was the 
mercantile basis. The company or 
rather the assessees who kept the 
company’s accounts and already 
entered this sum as an item of 
revenue expenditure had cast the 
Profit and Loss Accounts of the 
company on that footing. The com- 
pany had given this sum the final 
impress of an expenditure proper- 
lv incurred and stamped it with 
the character of an outgoing of the 
business. The sum had irrevoc- 
ably entered the debit side of the 
company’s accounts as a disburse- 
ment of managing agency commis- 
gion to the assessees and had been 
appropriated to the assessees’ 
dues and the same sum could not 
again be entered in a suspense 
account at a later date. Viswa- 
natha Sastri, J. therefore held that 


the sum belonged to the assessees 
and had to be included in the com- 
putation of the profits and gains 
that had accrued to them, unless 
the assessees regularly kept their 
accounts on a cash basis which 
was not the case here. 


In the assessment for 1948-44 
also, the assessees contended that 
the commission of Rs. 2.20,702/- 
earned during the year of account 
ending 31st March 1948 ard 
credited to the assessees in the 
accounts of the company was not 
assessable. There was no impedi- 
ment for drawing this amount 
from the company. Both the 
Judges held that the said amount 
was rightly assessed to tax, 


Ramkishan Sunderlal v. Com- 
missioner of Income-tax— (1961) 
19 LT.R. 324. 


The question arose whether the 
expenditure of a sum of 
Rs. 1,564/- on the change of cables 
of a flour mill plant could be said 
to be an expenditure for repairs 
under Section 10(2)(v) of the 
Indian Income-tax Act. The Ap- 
pellate Tribunal drew a distinc- 
tion between renewal and renair 
and seemed to have taken the view 
that when a part is replaced it is 
not current repair. Disagreeing 
with this view, the Allahabad 
High Court observed: “The parts 
that get constantly worn out and 
have to be frequently changed may 
be included in current expendi- 
ture. The answer would depend 
in each case upon the facts of that 
case. The facts that will have to 
be taken into consideration are 
the nature of the repairs, the 
amount of money spent on it and 
whether it was a replacement cr 
repair of a part which gets con- 
stantly worn out and has to be 
changed frequently .... In the 
Indian Income-tax Act, the word 
‘repair’ is further qualified by 
the word ‘current’ which would 
further restrict its meaning to 
petty repairs, usually. carried out 
periodically and will not include 
repair or renewal costing a large 
sum of money which has to be 
spent after a machine has been 


. run for a number of years.” 


The Court held that the ques- 
tion whether the expenditure in 
question amounted to a “current 
repair” or not was primarily a 
auestion of fact and it should not 
have been referred to the Court. 


The Court found that the 
total value of the cables was 
Rs. 4,587/- and the replacement 
cost Rs. 1,554/-. That meant prob- 


ably one-third of the cables were. 


t 
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replaced by new ones. The Court 
held that the sum of Rs. 1,554/- 
could not be deducted under Sez- 
tion 10(2)(v) of the Act. 


Another question considered by 
the Court in this case was whether 
money spent on boarding and 
lodging of partners in the course 
of tours undertaken by them for 
business purposes is an allowable 
expenditure under Section 10(2) 
of the Act. On this question, the 
Court expressed its view thus: Tt 
is true that a partner going out- 
station in the interest of the busi- 
ness of the firm might have to 
spend more on his boarding, but 
he would have to spend something 
even if he remains at the head- 
quarters. Such expenditure has 
to be incurred to preserve life and 
it is difficult to see how it can be 
said that the money was- spent 
wholly and exclusively for the 
purpose of the business. 


~ 
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Haji Ahmad Haji Esak Co. v 
Comħissioner of  Ineome-tar, 
Bombay City— (1951) 19 I.T.R. 
8331. 


The assessee was assessed to 
excess profits tax on an income of 
Rs. 4,08,269/- by the assessment 
order made on 17th February 
1943 and for the purpose of 
this assessment the accounts 
were scrutinised by one Mr. Killa- 
walla. In an appeal against 
the assessment, ° the Appellate 
Assistant Cmmissioner forward- 
ed the case to the Income-tax 
Officer Mr. Dastur for a carcful 
scrutiny of the books of account 
and Mr. Dastur made his report. 
Thereafter the income-tax assess- 
ment was made on 24th March 
1947 on an income of 
Rs. 18,99,095/- on the basis of 
Mr. Dastur’s report. On Ist Octo- 
ber 1946 a notice was issued to the 
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assessee under Section 15 of the 
Excess Profits Tax Act and an 
assessment was made on an incn ne 
of Rs. 13,99,095 in place of the 
original assessment on an income 
of Rs. 4,038,269. 


Before the Bombay High Court, 
it was contended that the dealing 
of the assessee’s case by Alr. 
. Dastur, who was not seized of the 
\assessment, offended against the 
provisions of Section 54 of the 
Income-tax Act. The court re- 
jected this contention and held 
that the disclosure of informations 
to Mr. Dastur was in connection 
with the assessment of the asses- 
see and that the disclosure which 
is safeguarded and protected 
under Section 54 is disclosure for 
purposes other than the income- 
tax proceedings. 


It was further contended on 
behalf of the assessee that there 
had not been a proper compliance 
with Section 15 of the Excess 
Profits Tax Act. On this quez- 
tion, the High Court stated: 
“Section 15 of the Excess Protits 
Tax Act is in terms similar to 
Section 84 of the Income-tax Act 
as it was before the recent amend- 
ment. Section 15, as Section 34, 
requires, as has been often point- 
ed out, three conditions which 
have got to be fulfilled before the 
Excess Profits Tax Officer or the 
Income-tax Officer is empowered 
to reopen an assessment already 
made. There must be a discovery 
by him that assessment has escap- 
ed, or that the assessee has been 
under-assessed, or that he has 
been the subject of excessive 
relief, and this discovery must be 
the result of definite information 
and this definite information must 
have come into his possession. 
The officer cannot act under this 
section even though assessment 
has escaped if he is acting on an 
information which was already in 
his possession, It must be an 


information which was not in his 
possession at the time when the 
original assessment was made, but 
an information which has subse- 
quently come into his possession. 
It is also clear from the plain 
language of the section that what 
must come into the possession cf 
the officer is information. Suspi- 
cion, opinion, or apprehension js 
not enough. Information must 
consist of facts which for the firat 
time he is apprised of, as a result 
of which he discovers that there 
has not been a. proper assess- 
ment.” 


The Tribunal had found that 
there were several fresh or new 


facts: which came into the posses- 


sion of the Excess Profits Tax 
Officer for a first time as a result 
of which he made the discovery as 
contemplated by Section 15. All 
the books which Mr. Dastur jin- 
spected and scrutinised were not 
inspected by Mr. Killiwalla. It 
was however contended on behalf 
of the assessee that the books of 
account were present before the 
first officer and all the facts which 
Mr. Dastur elicited from these 
books could have been elicited by 
the first officer and therefore no 
fresh information came into the 
possession of the Officer who 
decided to act under Section 34. 
The court rejected this contention 
and held that Section 15 deals with 
actual notice and not constructive 
notice and that in order that an 
officer should be incapacitated 
from acting under Section 34 or 
Section 15 he must have actual 
knowledge of certain facts which 
knowledge he is again using for 
the purpose of acting under these 
sections. 





MEMBERS’ QUERIES 


Mr. P. C. Madan, Chartered Ac- 
countant, Jabalpur, writes— 


“Can a practising member of 
the Institute of Chartered Aç- 
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countants of India publish in his 
personal name, articles of benefit 
to the profession in general and 
for the enlightenment of the 
public, such ag functions and 
utility of chartered accountants, 
company formation, advantages of 
audit etc.?” 


3i = tk 


Sri B. D. Bansal, Chartered 
Accountant, Amritsar, writes— 


With reference to the query 
raised by Shri B. K. Sen Gupta 
appearing at page 12 of the 
February issue, I may write that 
the provisions of Section 32 (3) 
of the Partnership Act are obliga- 
tory on the part of a retiring 
partner to give notice in the officia] 
gazette, a local Vernacular paper 
end to the Registrar. The provi- 
sions of clause (e) of the schedule 
referred to in Section 22 of the 
Chartered Accountants’ Act, 1949, 
cannot over-ride the provisions of 
the special ACT. Besides the public 


notice as defined in Section 72 of . 


the Partnership Act cannot he 
coined by any stretch of imagina- 
tion an advertisement to solicit 
clients or professional work by the 
retiring partner”. 


* * * 


Sri S. N. Dhawan, B.Com., 
F.C.A., Chartered Accountart, 
New Delhi, writes— 


“I shall feel obliged if you 
please let me have the views of 
your readers on the point that 
whether the appointment of first 
auditors by the Articles of Associa- 
tion is a regular appointment 
under the Indian Companies Act. 


“I personally feel that the 89- 
pointment is no appointment at 
all.” 


* * + 


Sri B. D. Bansal, B.A., B.Com., 
A.C.A., Chartered Accountant, 
Amritsar, writes— 
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“With reference to the query 
raised by one learned learner in 
the March issue of the Bulletin, I 
am writing that the Private Com- 
pany, limited by shares, if so 
authorised by its articles may alter 
its Memorandum, so ag to increase 
its Share Capital by a resolution 
in General Meeting. If it has no 
such power, then it can get the 
necessary powers by altering the 
Articles by a special resolution. 
Anyhow the alteration of the 
Memorandum and not of the arti- 
cles is contemplated in the Com- 
panies Act.” 


* + + 


Sri Pratap V. Sampat, Bombay, 
writes that he will be much obligcd 
if some member could deal at 
length on the amendments to the 
Indian Trusts Act 1882, some of 
which affect the auditors, with 
s j\ecial reference to the duties and 
responsibilities cast on the aadi- 
tors by the said amendments, in 
the Bulletin. 


ry 


. CORRESPONDENCE 


Sri Tarun Banerjee, Calcutta, 
writes— 


“I like to draw the attention of 
Dr. Rustom C. Cooper regarding 
his company law topics under ine 
heading of ‘Special Articles’ pub- 
lished in your Issue of February 
1961. 


“Of the typical cases given br 
him the Court’s decision of item 
No. 6, seems to.differ with that of 
another case viz., Scientific Poultry 
Breeders’ Association, 101 L.T. 
Ch. 423 (Vide S5. M. Shah’s Co. 
Law Lec. II) where the court 
allowed to change the Memo- 
randum under the same circu'n- 
stances. 


“I shall be highly obliged if Dr. 
Cooper is requested to let the 
students know the reference of the 
‘case he mentioned in his Article”. 


Sri M. Banerjee, 3 Mangoe 
Lane, Calcutta, writes that Mr. 
Biswajit Sen is not correct in his 
remarks against the Society of 
Chartered Accountants’ Articled 
Clerks of Calcutta and that the 
Society issues regularly printed 
circulars for its extension lectures 
and notices in the three or four 
leading English and Bengali 
dailies of Calcutta, but agrees that 
the necessity for a students’ 
Society on the lines of the Incorpo- 
rated Accountants’ Students’ So- 
ciety is badly needed in this Coun- 
try and a students’ section in the 
Institute might be started, having 
its branches in Calcutta, Bombay, 
Madras and Delhi. 


* * * 


Sri L. Sivaram; G.D.A., F.C.A., 
of Sivaram & Co., Madhurai, 
writes that the Education Depart- 
ment in the Madras Province has 
issued circulars through their 
District Educational OMicers to all 
Correspondents of “Aided Schools 
ete. that in view of the proposal of 


appointing Government Auditors 


to audit the accounts of Secondary 
Schools, Special Schools ete., the 
management are requested not to 
entrust the audit work to private 
auditors for the year- 1950/51 and 
that the appointment of auditors 
approved so far by the District 
Educational Officers should not be 
given effect to till the issue of 
further instructions from his 
office. The effect of such an order 
will be that one important field of 
work is to be shut out against the 
members of the Institute. Side by 
side, the growth of the profession 
end expanding the scope of tne 
work to the Chartered Accountant 
is expected in that direction, mem- 
bers of the profession would he 
right in expecting the Govern- 
ments, both Central and States to 
give them ample oprortunity by 
throwing open to them the audit 
of all commercial departments and 


G 
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other quasi-government annd insti- 
tutions and that at a time when 
such a move from the Government 
is quite natural and laudable, 
Chartered Accountants are con- 
fronted with Goverrmental 
measures for shutting out different 
fields like the one to which the 
circular relates. Already in the 
Madras State, the Government 
have abolished the system of audit 
of Religious Institutions by che 
Members of the Institute. It is, 
therefore, necessary that the Insti- 
tute should take early action in the 
matter in the best interest of the 
profession. 


$% * * 


Mr. P. C. Madan, Chartered 
Accountant, Jabalpur, writes that. 
however odd it may Jook, the fact 
remains undenied that the Char- 
tered Accountants of India, pro- 
duced at a huge cost, are not being 
given facilities to give required 
returns to the Country in the shape 
of quicker advancement and con- 
trol of trade, industry and eom- 
merce on better lines. He com- 
plains that in the Income-tax und 
Sales-tax, their skill and know- 
ledge is not being availed of. He 
further states that the lgnorence 
of the Company Law, amongst the 
Public. is so great that many 
people look absolutely blank at the 
queer name of ‘Chartered Accoun- 
tant? and do not understand the 
utility of such members. He 
suggests that this position must 
be remedied by bringing home to 
the people series of articles in tne 
Newspapers and Periodicals, on 
various matters concerned and 
thus meke clear to the public the 
functions and utility of the Char- 
tered Accountant and the Govern- 
ment of India should be induced to 
give preference in appointment to 
these qualified people, without any 
further restrictions. He also ap- 
peals to the elder members of the 
profession to consider and give 
their valued support and create an 
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atmosphere of harmony and rapid 
prosperity of the nation. 


* * 3 


Sri R. Srinivasan, B.A., F.C.A., 
Madras, writes— 


The question of voting by proxy 
in company meeting has received 
considerable attention of late. {n 
fact, in the recent conference of 
the Chartered Accountants of ihe 
Madras Region, Mr. Justice Viswa- 
natha Sastri drew pointed atten- 
tion to this and condemned the 
proxy system, particularly in 
Banks, in no uncertain terms. 


I do not know whether it is too 
late in the day to say anything in 
defence of the proxy. I do not 
also know whether any of our 
friends, who deplore the proxy 
have attended a meeting, where 
proxies are not allowed. My own 
impression is that, whereas under 
the proxy system some amount of 
pressure may take place, if it is 
abolished, it is bound to encourage 
canvassing of the worst order. 
From what I have seen recently, 
I am convinced that there is a v2ry 
strong case for retaining the proxy 
system. 


2# a tt 


Sri R. Seshan, G.D.A,, F.C.A., 
Chartered Accountant, Madhurai, 
writes— 


“Til now Chartered Acconn-~ 


tants were appointed Auditors for 
audit of the accounts of Schools 
and Colleges and to certify state- 
ments for obtaining a government 
grant. The appointment of the 
Auditor has to be approved by the 
Director of Public Instruction in 
the case of Colleges and the Dis- 
trict Educational Officer in the 
case of Schools. Now there seems 
to be a provosal to appoint depart- 
mental people to audit the accounts 
of educational institutions. As it 
is, the scope of the Auditors have 


been curtailed by the temple audits 
being taken away from them. If 
the school audits are also taken 
away then the only work left for 
the Auditors will only be income- 
tax work, there being not many 
companies in the Madras State. 
Can you do anything in this 
matter?” l 


x ” at 


Sri Jagdish Prasad, Chartered 
Accountant, Delhi, writes— 


It was a piece of excellent erter- 
prise on the part of the Jnstitute’s 
Council to invite the Chief Minis- 
ter of Madras State for presenting 
medals and certificates. That tneir 
decision was fully justified is 
apparent from the equally though 
provoking speech of the distin- 
guished guest. I feel his friendly 
advice was quite timely and should 
prove very helpful to the Charter- 
ed Accountants in raising and 
maintaining the status and utility 
of our profession. 


In this connection, J may be 
allowed to invite the attention of 
my brother professionals to the 
fact that there is unfortunately an 
atmosphere of ‘unsocial’ acts and 
transactions by several commercial 
and industrial concerns. It is 
true, as auditors, we are not con- 
cerned whether our clients are 
carrying on their business prud- 
ently or otherwise, but we have to 
see whether their acts are legal 
and SOCIAL. It is axiomatic that 
any unfair advantage or under- 
hand transaction on the part of 
one implies injustice to others— 
individuals or the society as a 
whole. 


At times, our advice is songht as 
to how such transactions should be 
put through, without being caught, 
by the Enforcement Officers or by 
Income-tax Department, Natural- 
ly. they expect us to show them a 
convenient method of having their 
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way. When confronted by such a 
situation, we have to be on our 
alert by offering only sound and 
proper advice—not only in the 
ultimate interest (as against im- 
mediate gain) of our client, hut 
also that of the industrial develop- 
ment, commercial prosperity and 
economic growth of our country as 
a whole. . 


Perhaps to offer the above 
suggestion is not so difficult aa to 
implement it. But as exhorted by 
the Chief Minister, the Chartered 
Accountants. will and should bave 
the courage of their conviction of 
showing their clients the correct 
path, even at the risk of incurring 
the latter’s displeasure or perhaps 
loosing the clientele as well. For 
this they shall have to be above 
any temptation or threat from 
such clients. 


This is, however, a duty and an 
obligation imposed on all of us for 
the dignity and integrity of our 
profession, for the well being of 
our clients and for the prosperity 
of our country. I sincerely trust 
this will evoke due response from 


- all of us. 


t $ ms 


Sri Manmohan C. Mehta, 
B.Com., A.C.A., Chartered Ac- 
countant, Indore City, writes— 


As you know Madhya-bharat 
merged with the Indian Union on 
26-1-’50 and the Indian Laws have 
been made applicable in Madhya- 
bharat. Now M. B. is governed 
by the Indian Companies Act 
instead of the Companies Act of 
different States. 


In Gwalior State there was a 
practice to issue certificate of 
practice to so many unqualified 
persons. Those Registered Andi- 
tors were allowed to audit the 
accounts of even Public Limited 
Companies and the same system 
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still continues in so many of the 
Part B States. 


Will the institute look in tne 
matter, and satisfy itself that cnly 
qualified auditors are allowed to 
audit the books of Limited Com- 
panies in Part B States’ 


The same question has also been 
discussed in the meeting of the 
Association of the Chartered Ac- 
countants in Madhya-bharat. 


ms * + 


Sri Ranjan Basu, B.Corn., 
General Secretary of the Society 
of Chartered Accountants Articled 
Clerks, Calcutta, writes that the 
Society is functioning under the 
Presidentship of Sri 5. Ghose, 
F.C.A., and that they held their 
Annual General Meeting on the 
10th March 1951, wherein, after 
reviewing the work of the past 
Executive Committee’ of the So- 
ciety for the past twelve monchs, 
elected new office-bearers for ihe 
year 1951. 


% be * 


Sri S. Rangan, Madras, writes, 


as follows :— 


I also share the views expressed 
‘by Mr. A. Manjunatha Alse in the 
January issue of the Bulletin, 
' which was fully endorsed by Mr. 
Lele of Bombay in the February 
issue, in the matter of the duration 
of the Articled-period for a gradu- 
ate who enters Articles after 
passing the First C.A. Examina- 
tion. This is a fit case for 
consideration by the Council 
immediately, for the simple reason 
that there can be no difference at 
all in regard to the Theoretical 
knowledge, as required under C.A. 
Regulations, 1949, between a Com- 
merce Graduate and any other 
graduate holding a Tirst C.A. 
Certificate. Besides, the fact that 
Commerce graduates are cxempted 
from the First C.A. Exam., itself 


shows that their theoretical know- 
ledge 1s considered to be equal to 
thac acquired by passing the irst 
C.A. kixam. in short, Mirst C.A. 
Exam. certificates can be taken as 
equivalent to the B.Com. degree 
for the purpose of computing the 
period of Articleship in the above 
case. 


Further, any graduate (other 
than Commerce) who secures 60% 
of marks in all the subjects in one 
sitting is required to undergo 
training only for three yeurs. 
When this is allowed, those gradu- 
ates falling in the above category 
are certainly deserve to be treared 
alike. 


Taking into consideration of the 
above facts and also the value of 
one year in the career of an Articl- 
ed Clerk, I hope and wish that the 
Council will take up the matter 
without any hesitation at once. 


$ * xx 


Sri Vishnubhai Bhagwandas 
Haribhakti, B.Com. (Bom.) Eom- 
bay, writes— 


Mr. Biswajit Sen has slighily 
emphasized in the Febrvary issue 
of the Bulletin the need for ihe 
formation of a Chartered Accoun- 
tants Students’ Society. In this 
connection, it may be interestiug 
for him and for Chartered Ac- 
countant Students in other parts 
of India to know that we, in 
Bombay, have already formed 
such a Society. 


The need for and utility of such 
a Students’ Society in every city 
with a considerable number of 
Chartered Accountant Students 
cannot be over-emphasized. With 
the establishment in our Country 
of the autonomous body of the 
Institute of Chartered Accountants 
of India, the responsibilities ofsthe 
members of the profession have 
greatly increased. The Students’ 
Societies can be of considerable 
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heip tor taining up the tuture 
mempoers 01 tne protession tor the 
great responsipuities that le 
uneud or them, by providing a 
neq tor constructive thought, 
organised work and free exchange 
OI opinions. 


Lane greatest impediment to a 
SucvesSius ana userul tunctlonig 
o such Societies 18 the. nnancial 
propiem. Unlike college -students 
association which can have their 
olnce in tne College Premises, such 
a society must provide for its own 
oinee, which would mean a consi- 
deranie recurring expenditure. The 
provision of a lubrary etc., would 
require much more finance which 
can hardly be provided from the 
entrance and Membership Fees of 
the Members. In this connection, 
l heartily endorse Mr. Sen’s sug- 
gestion of some sort of a grant 
from the Institute of Chartered 
Accountants of India. 


It is equally true that some sup- 
port, encouragement and guidance 
from the ‘elders’, the members of 
the profession are necessary if 
such Societies are to function 
successfully. But the most im- 
portant requisite is enthusiasm 
among the students themselves. I 
appeal to all the Chartered Ac- 
countant Students in Bombay to, 
join the Bombay Society in: 
numbers and make it a success.~ 
It may not be out of place to. 
suggest that in cities in which no 
"such Societies are existing, new 
ones should be established. 


I quite agree with Mr. Sen, when 
he says that such Societies should 
be nothing like militant trade- 
unions, but should only be instru- 
ments for creating a respunsible 
out-look among the members and 
increasing knowledge. 


I once again appeal to Bombay 
Students to join the Bombay 
Society in numbers and make it a 
success. 
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STUDENTS’ SECTION 
special Articles: 
“No. 9” 
(By K. M. Banerjee, Calcutta) 


The most mysterious and mysti- 
fying of all numbers! 


It is the number of cabalistic 
power (Hebrew), the trinity of 
trinities (Christian), the number 
of perfection (Greek), and the 
superlatives of superlatives (Sans- 
erit). 


There are 9 heavens, 9 order of 
angles, 9 planets, 9 muses, 9 
crosses, 9 worthies, 9 crowns of 
heraldry, 9 lives of a cat, 9 months 
of pregnancy, 9 days of mortifi- 
cation, 9 days of wonder, 9 regions 
of hell, 9 heads of the hydra, 
modern leases of 99 years, ancient 
leases for 999 years, and the cat- 
o’-nine tails suggests perfect 
punishment and atonement. 


The ancients already knew it as 
their irrepressible number, wnen- 
ever it is used as a factor in a 
mathematical calculation, it is 
bound to come out in the result. 


It is the last of the digits, and 
the highest number that can be 
expressed in one digit. 


There is an endless number of 
examples to demonstrate the 
power of the mysterious number 
nine. Here are a few: 


The nine digits, 128456789, 
when added across equals 465 and 
4 plus 5 equals 9. 


Take any number, reverse it and 
deduct from the large number, the 
result will always be divisible by 
nine. The difference between tvo 
such numbers is always a multiple 
of nine. 


764 
467 


mae e 


297 divided by nine equals 38. 


If any number is multiplied by 9, the sum of the digits in the 


product will always be nine. 


ee 


x Í equals 9 — 
x <2 18 — 
x 8 j5 2T — 
x 4 a 36 — 
x 6 3 45 — 
x 6 . 54 ~— 
x T i 63 ons 
x 8 + 72 — 
x 9 5 81 — 
x 10 90 -— 
x 1i n 99 — 
9x 12 m 108 nene 
9 x 183 4 117 — 
9x 14 5 126 — 
9 x 50 a 450 — 


There are no two 
an infinite row 


9 plus 0 equals 9 

8 +} 1 29 9 

1 oy 2 ec 9 

6 p3 e 9 

5 33 4 bP 9 

4 33 5 :} 9 

3 n»n 6 4 9 

2 se 0 9 

1 , 8 5 9 

0 , 9 9 

9 9 18 
‘and 8 is 1 poudie 9 
and 10 plus 8 equals 18 
and 8 plus 1 equals 9 
and 11 plus 7 equals 18 
and 8 plus 1 equals 9 
and 12 plus 6 equals i8 
and 8 plus 1 equals 9 


and 4 plus 6 plus 0 
equals 9 


numbers which, when divided, will give you 
of nines for an answer. 
. + 
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An interesting figure phenome- 
non based on 9 is:— 


987654321 x 9 equals 8888888839 


x18 „  ITTTTTTT108 
x27 .,, - 26666666667 
x36 ,, 85555555596 
x45 „ 44444444415 
x54 „ 68833383884 
x63 ,, ` 62222222223 
x72 „ 71111111112 
x81 „ 80000000001 


Every column has all the digits 
in every direction vertical and 
horizontal both up and down. The . 
first and the last figure in the two 
columns to the right and add upto 


9. 


When a set of number is copied 
in any transposed order, they will 
always produce an error of some 
multiple of nine. As an example 
we will copy the following sets. 


True set Error 
7,841 7,814 
16,918 16,981 
341 341 
7,968 7,963 
128,216 128,621 
724 T24 
162,0083 162,444 

162,444 

162,003 

44]. 


Now 441 is divisible by 9. 
The commonest book-keeping _ 
error is a transposition. 


Take any number of 
digits say . 68,994 


Deduct the cross total.. 36 





And the result is always divisi- 
ble by nine. 
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PERSONAL NOTES 


Mr. Ochhavlal-M. Desai, A.C.A., 
Membership No. 1258, has joined 
in partnership with Messrs. Q. T. 
Gandhi & Co., Chartered Account- 
ants, 44, Bada Sarafa, Indore, as 
from 15th January 1951 and he 
will be in charge of their branch 
at Sambava Chambers, Phiroze- 
shah Mehta Road, Fort, Bombay. 


* $ ¥ 


Sri A. Varadachari, B.A. 
.(Hons.), A.C.A., and Sri R. Jaya- 
raman, B.Com., A.C.A., who are 


. * partners: of the firm of Messrs. 


Chari & Co., Chartered Account- 
ants, Kuala Lumpur, have estab- 
lished their office under the same 
name and style at ‘Balachandra’, 
No.73 Arantangi Road, Pudukot- 
tah. Sri M. R. Rengaratnam, 
B.Sc., A.C.A., has joined the 
above firm as the ` Assistant-in- 
“charge of the Pudukottah Office. 


~ 


ot * * 


Sri P. B. Sharma, B.Com., 
A.C.A., Membership No. 1066, has 


Printed by E. Sendall at The Associated 


shifted his office, which he runs 


in the name and style of Messrs. 
P. B. Sharma & Co., Chartered 
Accountants, from Near Foun- 
tain, Chandni Chowk, Delhi, to 
Chowk, Bhopal. 


nS + 


Sri Ramesh Chandra Bhargava, 
B.Com., LL.B. A.C.A., has left 
the firm of Messrs. Bhargava & 
Co., Chartered Accountants and 
practises independently in the 
name and style of Messrs. R. 
Chandra & Co., Chartered Ac- 
countants, Dr. B. N. Varma Road, 
Lucknow. 


x + 4 


Mr. V. Chamarti, A.C.A., Char- 
tered Accountant, enrolment No. 
1148, has shifted his office to 
Room No. 4, First Floor, Ram- 
chandra Building, 280, Carnac 
Road, Bombay-z2. 


by 8. Suryanarayan, F.C.A. 
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BUSINESS NOTICE 

This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which ‘is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative as the reso- 

lutions of the -Council would he. 


Every effort will be made to 
post a copy of this Bulletin free of 
charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address .of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road Hut- 
ments, New Delhi, and all commu- 
nication relating to matters to be 
published in the Bulletin, such as 
correspondence, special articles 
and personal notes should be 
addressed to the Editor, Post Box 
No. 1854, Madras-1. 


Printers (Madras) Ltd. 165, Mount Road, Madras. Edited & Published 
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Subscriptions received towards 
the Journal are kept in suspense 
and will be taken into account for 
12 months from the month in 
which the journal is published. 


MEMBERS MUST HAVE RE- 
CEIVED THE CIRCULAR 
LETTER ISSUED BY THE IN- 
STITUTE BY REGISTERED 
POST BEARING NO. I1-CA 
(2)/61 DATED THE 20TH 
APRIL 1951 RELATING TO 
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New DELHI, REFERENDUM FORM IS NOT 


RECEIVED BACK AT THE IN- 
STITUTE’S OFFICE, THE 
MEMBER CONCERNED 
WOULD BE TAKEN TO BE 
NEUTRAL IN THIS MATTER. 
THE RESULT OF THE REFER- 
ENDUM WOULD BE DECLAR- 
ED ON THE BASIS OF 
ANSWERS RECEIVED. QUALI- 
FIED ANSWERS WILL BE 
TREATED AS NEGATIVE 
ANSWERS. 
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The Bill to give effect to the 
financial proposals of the Central 
Government for the year begin- 
ning Ist April 1951 as amended 
by the Select Committee was 
published in the Gazette of India 
on 24th April 1951. The general 
details of the Bill as originally 
introduced by the Finance Minis- 
ter on 28th February 1951 were 
given in the March issue of the 
Bulletin. Changes made by the 
Select Committee in the original 
bill are mainly as follows :— 


Surcharge of 5% on the income- 
tax and super-tax rates excluding 
corporation tax has been made 
applicable only to total income of 
a person other than a company, 
which exceeds Rs. 7,200 and in the 
case of Hindu Undivided Families 
the limit has been fixed at 
Rs. 14,400. 


They have made some slight 
changes in the rebate due in 
super-tax in case of Mutual In- 
surance Companies. 


Slight drafting changes have 
‘been made under the proposed 
section 17 (1) of the Income-tax 
Act. 


They have limited .the ad 
valorem import duty on mineral 
oils like lubricating oil, diesel oil 
to 15%. 


They have introduced ‚in en- 
hanced export duty of Rs. 350 
per ton on jute sacking and have 
provided statutorily for the ex- 
emption from export duty of 
cloth of handloom manufacture. 


They have recast the duty on 
tobacco so that there was relief 
from taxation in the manufactur- 
ed tobacco, which has already been 
taxed in the unmanufactured form. 


They have abolished the sur- 
charge on kerosine. 


They have also amended the 
schedule in. respect of items on 
which the surcharge on duty is 
leviable to make it more rational. 


The Bul as `'amended by the 
Select Committee’ was passed by 
the Parliament with certain modi- 
fications on 26th April 1951. The 
Act received the assent of the pre- 
sident on 28th April 1951. 


Parliament while adopting the 
Finance Bill as amended by the 
Select Committee effected, a fur- 
ther relief by reducing the excise 
duty on unmanufactured tobacco 


NOTIFICATIONS BY THE COUNCIL. 

No. 10-CA (6)/50 dated 1st May 1951: In pursuance of clause 
(8) of Regulation 10 of the Chartered Accountants Regula- 
tions, 1949, it is hereby notified that the Certificate of Practice 
issued to the following gentleman shall stand cancelled during the 


period shown against his name:— 


Sl. -Member- Pertod during Which the 
No. ship No. Name. Certificate of Practice 
shail stand cancelled. 

1 872. Shri Padamsi . . 2 
Haridas Gagwani, 81-12-50 to 80-6-51 


16, Apollo Street, 
Fort, Bombay-1 





` G. P. KAPADIA, 
President. 


May, 1951. 


from seven annas a pound to six 
annas a pound. The House also 
accepted the Finance Minister’s 
amendment to give retrospective 
effect to the variations made in 
the duties by the Select Committee 
and the House. i 


* * * 


It has been brought to the notice 
of the Council that some institu- 
tions, both government and pri- 
vate, call for tenders for the 
appointments of auditors by cir- 
cular letters to the members of 
the profession. The Council after 
consideration are of opinion that 
this system of appointment of 
auditors is not conducive to the 
best interests of the profession. 
They would like to impress on the 
members that it is not desirable 
that they should respond to such 
circular letters calling for tenders. 


* x He 


The office of the Bulletin has 
been shifted from 21, Vaniar 
Street, Madras to the Second 
Floor of No. 19, Stringer Street, 
Loane Square, Madras along with 
Messrs. Suri & Co., but the Post 
Box No., Telephone No. and the 
Telegraphic Address continue to 
be the same. 


No. 12-CA (1)/51 dated 1st 
May 1951. 


In pursuance of Regulation 12 
of the Chartered Accountants Re- 
gulations, 1949, it is hereby 
notified that in exercise of the 
powers conferred by clauses (a) 
and (b) of sub-section (1) of 
Section 20 of the Chartered Ac- 
countants Act, 1949, the Council 
of the Institute of Chartered 
Accountants of India is pleased to 
remove the names of the following 
gentlemen, with effect from the 
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dates shown against each name, from the Register of Members, namely :— 


SI. 
No. 


10. 


Membership 
No. 


141 


58 


81 


642 


748 


785 


815 


1519 


1569 


1581 


Name. 


BY OWN REQUEST 


shri L. G. Heasman, 
M/s. Jackson Taylor & Co., 
44, Foxley Lane, 
Purley, Surrey, 
England. 


BY DEATH. 


Shri B. Mukherjee, 
M/s. B. Mukherjee & Co., 
10, Old Post Office Street, 
Calcutta. 


Shri A. N. Ramanathan, 
M/s. A. N. Ramanathan & Co., 
852, Merchant Street, 
Creek Street Corner, 
P.O. Box No. 1181, Rangoon. 


Shri S. D. Kamat, 
The Ahmedabad Electricity Co., 
Ltd., Electricity House, 
Lal Darwaja, Ahmedabad. 


Shri 8. P. V. Ramanjulu, 


Chavala Vari Street, 
Visakhapatnam. 


Shri M. G. Shah, 
M/s. Shah & Shah, 
Yusuf Building, 
Churchgate Street, 
Fort, Bombay. 


Shri C. H. Sopariwala, 
M/s. C. H. Sopariwala & Co., 
14, Hamam Street, 
Fort, Bombay. 


Shri W. Harrison, 
C/o M/s. Price, Waterhouse, 
Peat & Co., B-4, Clive Building, 
Calcutta. 


Shri J. K. Sen, 
4-A, Narayan Sur Lane, 
Hatkhola P.O., Calcutta. 


22/1/A, Russa Road, 
Calcutta. 


Date of 
removal. 


1-4-1951 


1—4—1951 


do. 


do. 


do. 


do. 


do. 


do. 


do. 


FOR NON-PAYMENT OF MEMBERSHIP FEES. 
Shri Samarjit Datta, 


1-4-1950 
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Clause of ` 
removal. 


Sec. 20 (1) (a). 


Sec. 20 (1) (b). 


do. 


do. 


do. 
do. 
do. 
do. > 
do. 


Sec. 20 (1) (b). 





G. P. KAPADIA. 
President. 
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No. 1-CA/(1)/51 dated 5th 
May 1961. 


The following draft of certain 
amendments to the Chartered 
Accountants Regulations, 1949, 
which it is proposed to make in 
exercise of the powers conferred 
by sub-sections (1) and (3) of 
Section 30 of the Chartered 
Accountants Act, 1949 (XXXVIII 
of 1949) is published for the in- 
formation of all persons likely to 
be affected thereby and notice is 
hereby given that the draft will 
be taken into consideration on or 
after the 4th June, 1951. 


~~ m e ee 


Any objection or 
` which may be received from any 
person with respect to the said 
draft before the date specified will 
be considered by the Council of 


the Institute of Chartered Ac-' 


countants of India, New Delhi. 


In the said Regulations :— 


I. In clause (2) and clause (5) 
of Regulation 11 for the words 
“Central Government” substitute 
the following words “Central and 
State Governments”. 


II. In clause (5) of Regula- 
tion 11 for the words “fourteen 
days” substitute the following 
words “sixty days ordinarily”. 


III. In clause (6) of Regula- 
tion 11 after the bracket and 
figure “(56)” and before the word 
“forward” insert the following 
words “or within such time as 
may be extended by the Secre- 
tary of the Council”. 


IV. In clause (b) of Regula- 
tion 16, after the words “Board 
of Technical Studies in Commerce 
and Business Administration” 
insert the following words 
“and/or the All-India Council for 
Technical Education”. 


V. In sub-clause (i) of clause 
(f) of Regulation 17: 


| (c) 


suggestion. - 


(a) After the word “Schedule” 
and before the word 
“from” add the following 
words “or in the form 
given in appendix 4 of 
Auditor’s Certificates 
Rules, 1982”. 


After the word “Council” 
and before the word “to” 
insert the following words 
“or by the Central Govern- 
ment”. 


For the words “the Inter- 
mediate” substitute the 
word “such”. 


(b) 


VI. In Regulation 22, in the 
proviso, for the figure {'1951” 
substitute .the words and figure 
“and inclusive of May 1954”. 


VII. In sub-clause (w) of 
Clause (a) of Regulation 31 after 
the words “Board of Technical 
Studies in Commerce and Busi- 
ness Administration” insert the 
following words “and/or the All- 


India Council for Tecnnical 
Education”. 
VIII. In clause (c) of Regu- 


lation 85 for the brackets, figures 
and word “(ii) and (iii)”, substi- 
tute the brackets, figures and 
word “(ii), (iii) or (v)”. 


IX. In clause (c) of Regula- 
tion 35 after the figure “1982” 
insert the following words “or 
under these Regulations”. 


X. In the proviso to sub-regu- 
lation (1) of Regulation 42-A 
after the figure “1982”, the words 
“or under these Regulations” 
shall be inserted. 


XI. In clause (c) of sub-regu- 
lation (1) of Regulation 42-A, 
after the brackets and figure 
“(iii)”, the words, brackets and 
figure “or clause (v)” shall be 
inserted. 


XII. After regulation 42-A 
but before Chapter V, the follow- 
ing shall be inserted :— 


May, 1951. 


“49-B. Registration of Audit 
Service (Conid.). (1) A person 
who passed the Matriculation 
Examination of any of the Uni- 
versities mentioned in clause (v) 
of Regulation 2 or an examination 
recognised by the Centra] Govern- 
ment as equivalent thereto and 
has entered into service as an 
audit clerk before Ist October, 
1945 under a Registered Account- 
ant entitled to train Articled 
Clerks under the Auditor’s Certi- 
ficates Rules, 1932, or a person 
whose audit service has been 
terminated or completed be- 
fore 25th May, 1950 and which 


-has not been registered with the 


Council under Regulation 42-A 
for any reason whatsoever, shall 
get his audit service registered 
with the Council in the Register 
of audit clerks maintained under 
the said Regulations. 


Provided that this Regulation 
will not be applicable in the case 
of those who had already become 
members of the Institute. 


(2) For the purpose of sub- 
regulation (1), a person shall 
send to the Council for registra- 
tion the following not later than 
8ist December, 1951: 


(i) a statement containing 
his ‘name in full, his 
father’s name, education- 
al qualifications, date of 
birth, the name of his 
“employer under whom he 
served as an audit clerk 
and the .period of such 
service; 

(ii) original certificates of his 

educational qualifications 

and proof regarding date 
of birth; 

(iii) original certificate of his 

audit service from the 

employer in Form K-2 or 
in a form as near thereto 
as possible; 


May, 1951. 


(iv) a registration 
Rs. 20.” 


XIII. After Regulation 62-G, 
but before Chapter VII the fol- 
lowing shall be inserted :— 


fee of 


“CHAPTER VI-B” 
REGIONAL COUNCILS. 


62-H (i). Regional Councils may 
be formed for one or more of the 
Regional constituencies as speci- 
fied in Regulation 2 of the Council 
(First Election) Regulations, 
1949, or as may from time to time 
be specified -by the Central Gov- 
ernment under clause (a) of sub- 
section (2) of Section 9. 


(ii) A Regional Council may 
be constituted for any one or more 
of the constituencies above men- 
tioned, as may be notified by the 
Council, in the manner and exer- 
cise the functions as may be speci- 
fied in the bye-laws that may be 
prescribed by the Council by a 
notification in this behalf. 


XIV. In the schedule, in Form 
‘H’, after the word “for” and be- 
fore the word and. figure “Group 
II” occurring for the second time 
insert the following words and 
figure “Group I and” 


XV. In the schedule, in Forms 
L and ‘M’. 

(a) in the preamble after the 
word “Fellow” insert the 
following: 

“+ Associate” 

(b) At the end of Forms “L” 
and “M” insert the fol- 
lowing. 

“Note ; 
+ Words not applicable 


should be deleted”. 


G. P. KAPADIA, 
President, 


No. 7-CA (35)/50, dated 10th 
April, 1961. 


In continuation of Notification 


January, 1951 and in pursuance 
of Regulation 28 of the Chartered 


Serial No. Roll No. 
75 488 
© * x * 


No. 8-CA (1337) /50, dated 6th 
April, 1951. 


With reference to the notifica- 
tion No. 12-CA(1)/50, dated the 


10th October, 1950 cf this Insti-: 


tute, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 18 of the Chartered 
Accountants Regulations, 1949, 
the Council of- the Chartered 
Accountants of India is pleased to 
restore to the Register of Mem- 
bers, with effect from the 30th 
March 1951, the name of Shri 
Hubert Noris Prager, C/o Messrs. 
Steel Bros. & Co., Ltd., 8, Netaji 


Page Five 


Accountants Regulations, 1949, it 
is hereby notified for general 
information that the following 


_ candidate has been declared suc- 
No. 7-CA (88)/50 dated the 18th © 


cessful in the Final Examination 


held under these Regulations in 


November, 1950, namely :— 


Name. 
GUPTA, SURAJ BHAN. 


Ss. VENKATARAMAN, 
Secretary. 


rte 


ee . + 


Subhas Road, Calcutta-1 (mem- 
bership No. 1337). 


G. P. KAPADIA, 


President. 
+ ba x 
No. 10-CA(6)/50, 10th April 
1951. 


In pursuance of clause (8) of 
Regulation 10 of the Chartered 
Accountants Regulations, 1949, it 
is hereby notified that the Certifi- 
cates of Practice issued to the fol- 
lowing gentlemen shall stand 
cancelled during the period shown 
against their names, namely, 





Period during which 








SI. Member- ‘Name | ' the Certificate of 
No. ship No. Practice shall stand 
cancelled. 
1. 1781 Shri Shanti Sarup Madhok 8-3-51 to 30-6-51 
18-A/10, W.E.A., 
Pusa Road, New Delhi-6. 
2. 1893 Shri A. N. Ghangurde, 27-12-50 to 30-6-51 
168-I, Thakurdwar Road, 
Bombay-2. oe 
G. P. KAPADIA, 
President. 
* * w * * + 


The Rules made by the High 
Court of Bombay in relation to 
cases under the Chartered 
Accountants Act, 1949. 


No. G. 678—The Honourable 
the Chief Justice and Judges are 


pleased to make the following 
additions in the Rules of the High 


“Court of Bombay, 1950 (Original 


Side) :— 


Insert the following after Rule 
74 at page 24:— 
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“CHAPTER IV-A” 


Rules relating to cases under 
the Chartered Accountants Act, 
1949 (Act XXXVIII of 1949). 


Register of cases. 


74-A. All cases received by the 
High Court, under section 21 of 
the Chartered Accountants Act, 
1949, shall be numbered and en- 
tered in a special register and shall 
be dealt with on the Original] Side. 


Filing of Finding, ete., in court. 
74-B. The Council of the Insti- 
tute of Chartered Accountants of 
India (hereinafter referred to as 
the Council) shall file in the office 
of the Prothonotary and Senior 
Master the finding of the Council 
along with the Report of the 
Disciplinary Committee and all 
other relevant papers which were 
before the Council and the Dis- 
ciplinary Committee and in parti- 
cular the following documents :-— 


(a) Complaint or informa- 
tion. 

(b) Written Statement of 
defence. 


(c) Depositions of witnesses 
together with exhibits. 


(d) Notes of the hearing be- 


fore the Disciplinary 
Committee and the Coun- 

cil. 
The Council shall furnish to 
the Prothonotary and Senior 


Master two extra copies of the 
aforesaid papers. 


The Council shall also furnish 
to the Prothonotary and Senior 
Master the postal addresses of all 
persons on whom notices are re- 


quired to be served under section 
21 (2) of the said Act. 


Fixing date:of hearing. 


74-C, When the. finding of the 
Council and other papers have 
been filed in Court, the Prothono- 
tary and Senior Master shall fix 
a date for the hearing of the case 
and shall forthwith issue notices 
in Form No, 14-A. 


Service of Notices. 


74-D. Such notices shall be sent 
by registered post to all persons to 
whom notices are required to be 
sent under the provisions of sec- 
tion 21 (2) of the said Act at the 
addresses supplied by the Council 
and shall be served not less than 
15 days before the date fixed for 
the hearing of the case. 


Case to be heard before a Bench. 


74-E. The case shall be heard 
by a Bench consisting of not less 
than two Honourable Judges to be 
nominated by the Honourable the 
Chief Justice. 


Copy of final order to be sent to 
Council. . 


74-F. The Prothonotary and 
Senior Master shall send a certi- 
fied copy of the final order passed 
in the case to the Council of the 
Institute of Chartered Accoun- 
tants. 


Insert the following as Form 
No. 14-A at page 218:— 


Notice under Rule 74-C. 
“Form No. 14-A. 
HIGH COURT 
0. 0. C. J. 


In the matter of the Charter- 


May, 1951. 


ed Accountants Act (Act 
XXXVIII of 1949) 


and 


In the matter of a member of 


the Institute of Chartered 
Accountants of India. l 
, Petitioner 
versus 
. . Respondent 
To 
(1) Member of the Institute 
abovenamed 
—the Respondent 
(2) Secretary of the Council 
of the Institute of Char- 
tered Accountants of 
India. > 
(3) Secretary to the Ministry 


of Finance, Union Gov- 
ernment, New Delhi. 


WHEREAS the Council of the 
Institute of Chartered Accountants 
of India has filed in this Court its 
finding dated the........ 195 , 
and the Report of the Disciplinary 
Committee dated the.......... ` 
195 in the above case; 


NOW TAKE NOTICE that the 
Honourable Court will proceed to 
hear the said case and } ass orders 
thereon on the day of .......... 
195 at 11 o’clock in the forenoon 
when you may appear either in 
person or by an advocate and 
make your submissions to the 
Court. 


Dated this 
195 ”. 
Bombay, 14th March, 1951. 


S. J. RAHIMTOOLA, 
Prothonotary and Senior Master. 


day of 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


Notification No. 8 of Govern- 


Finance (Revenue Division), New 


ment of India, Ministry of Delhi, the 15th January, 1961. 


general 


Income-tax—It is notified for 
information that the 


May, 1951. 


Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of Section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Bombay. 
405. The Mayor’s Assam 
Earthquake Relief Committee, 
Bombay. 

PYARE LAL, 


Deputy Secretary to the 
Government of India. 


® +% * 


Circular No. 2 of 1951 of Cen- 
tral Board of Revenue, New Delhi, 
dated the 28rd February, 1951. 


Subject: Income-tax Practitioners 
—Section 61 of the Income-tax 
Act—Rule 46—Universities of 
Part B States Whether 
covered in the above Rule— 
Instructions regarding 


— 


The question has been raised 
whether the term ‘any Indian 
University incorporated by 
any law for the time being in 
force’ applies to the Universities 
of Part B States. These Universi- 
ties are as below :— 


1. The Osmania University. 
The Mysore University. 


2 
8. The Travancore University. 
4 


The University of Raj- 
putana. 

5. The Jammu and Kashmir 
University. 

2. The Osmania Universitv 


was incorporated bv a Charter of 
the Nizam, while the Universities 
of Mysore, Travancore, Rajputa- 
na and Jammu and Kashmir were 
incorporated by Acts of Legisla- 
ture of former Indian States. The 
Charter and those Acts are con- 
tinued in force by virtue of 
Article 872 (1) of the Constitution 


and all the five Universities must 
now be deemed to be ‘Universities 
incorporated by any law for the 
time being in force,’ 


PYARE LAL, 


Secretary, 
Centra] Board of Revenue. 


* ae + 


Notification Nọ. S.R.O. 472 of 
the Ministry of Finance (Reserve 
Bank of India), Bombay, the 28th 
February, 1951. 


In pursuance of the notification 
of the Government of India in the 
Finance Department No. 12 (13) 
F1/47 dated the 25th March 1947 
the Reserve Bank is pleased to 
direct that the following amend- 
ments shall be made in the 
schedule attached to the notifica- 
tion of the Reserve Bank of India, 
No. F.E.R.A. 10/47 R.B. dated 
the 25th March 1947, namely :-— 


(i) The names of Bengal, Central 
Bank Ltd., Comila Banking 
Corporation Itd. and Comila 
Union Bank Ltd. shall be 
deleted and the name of Unit- 
ed Bank of India Ltd. shall be 
added. 


(ii) The name “Nationale Handels- 
bank N. V.” shall be substi- 
tuted for the name “Nethar- 


lands India Commercial 
Bank”. 
(No. F.E.R.A. 107/51. RB), 
B. RAMA RAO, 
Governor. 
7 * k 


Notification No. 21 of Central 
Board of Revenue, New Delhi, the 
8rd March, 1951. 


Income-tax—-In -exercise of the 
powers conferred by clause (6) of 
section 2 of the Indian Income-tax 
Act, 1922 (XI of 1922), the 
Central Board of Revenue hereby 
declares that a company formed 


Page Seven 


and registered under a law in 
force in any of the Part B States 
the registered office of which is 
situated in the taxable territories 
and which has filed a return of in- 
come under sub-section (1) or 
sub-section (2) of section 22 of the 
said Act within the period allowed 
by the notice or within such 
period as may have been speci- 
fically extended shall be a com- 
pany for the purposes of the said 
Act. 


PYARE LAL, 


Secretary. 
Central Board of Revenue. 


* + w 


Notification No. 24 of Govern- 
ment of India, Ministry of 
Finance (Revenue Division), New 
Delhi, the 14th March, 1951. 


Income-tax—In exercise of the 
powers conferred by section 60-A 
of the Indian Income-tax Act, 
1922 (XI of 1922), the Central 
Government hereby makes the 
folowing amendment to the Part 
B States (Taxation Concessions) 
Order, 1950. 


In the said Order, to sub-para- 
graph (1) of paragraph 18 the 
following proviso shall be added, 
namely :— 


‘Provided that nothing in this 
sub-paragraph shall affect any 
demand made or collected under 
section 18-A of the Act before the 
2nd day of December, 1950.’ 


P. C. PADHI, 


Additional Secretary to the 
Government of India. 


w * * 


Notification No. 26 of Govern- 
ment of India, Ministry of Finance 
(Revenue Division), New Delhi, 
the 14th March 1951. 


Income-tax—In exercise of the 
powers conferred by section 60-A 
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of.the Indian Income-tax Act, 1922 
(XI of 1922), the Central Govern- 
ment is pleased to direct that the 
following amendment shall be 
made in the Part B States (Taxa- 
tion Concessions) Order, 1950, 
namely :— 


In paragraph 15 of the said 
order :— 


For the existing clause (iii) the 
following shall be substituted 
namely :— 


(iii) The bona fide annual value 
of the palaces of Rulers of 
Indian States which are 
declared by the Central 
Government as the official 
residences of such Rulers. 


P. C. PADHI, 
Additional Secretary to the 
Government of India. 


* * wW 


Notification No. S.R.O. 877 
dated the 14th March 1951 :— 


In exercise of the powers con- 
ferred. by Section 60-A of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Government 
is pleased to direct that the fol- 
lowing further *amendment shall 
be made in the Merged States 
(Taxation Concessions) Order, 
1949, namely :— 


In: paragraph 18 of the said 
order— 


For the existing clause (IV) 
the following shall be substituted, 
namely :— 


“(iv) The bona fide annual 
value of the palaces of 
Rulers of Indian States 

., Which are declared by 
the Central Government 

. as the official residences 

_ -Of such Rulers.” 


Notification No. 66 (ITC) (PN) 


ol dated the 28th March 19651. 


It has been decided to admit as 
valid Income-tax Verification 
Numbers granted after the Ist 
July 1949 in the case of all appli- 
cations submitted for the January- 
June 1951 licensing period. 


2. In pursuance of the above 
decision it will now be open to a 
party who had obtained an 
Income-tax Verification Certifi- 
cate Number after the lst July 
1949, to apply for reconsideration 
of any application submitted 
for the current period, which may 
have been rejected on the sole 
ground that a current Income-tax 
Verification Certificate Number 
had not been furnished. In doing 
so, particulars of the number 
relied upon should be furnished. 


3. Representation made in 
terms of paragraph 2 above are 
to be submitted so as to reach this 
office on or after the Ist May 1951 
and not later than the 15th May 
1951. Further all such represen- 
tations should be clearly marked 
in red ink as having been submit- 
ted in terms of this Public Notice. 


x x xe 


Notification No. 27 of Ministry 
of Finance (Revenue Division), 
New Delhi, the 81st March 1951. 


Income-tax—It is notified for 
general information that the 
Central Government are pleased to 
approve the institution mentioned 
below for the purpose of sub-sec- 
tion (1) of Section 15-B of the 
Indian Income-tax Act, 1922 (XI 
of 1922). 


State of Sourashtra 


410, Shri Khushaldas J. Mehta, 
T, B. Hospital, Jinthri. 


S. P. LAHIRI, 
Dy. Secretary. 


“ 


May, 1951. 


Notification No. S.R.O. 467 
dated the 31st March, 1951. 


In exercise of the powers con- 
ferred by articles 270, 273 and 
275 of the Constitution of India 
and of all other powers enabling 
him in that behalf, the President 
is pleased to make the following 
Order, namely :— 


1. (1) This order may be call- 
ed the Constitution 
(Distribution of Reve- 
nues) Order 1951. 


(2) it shall come into for 


on the first day of 
April 1951. 
2. The provisions of para- 


graphs 3 and 4 of the Constitu- 
tion (Distribution of Revenues) 
Order, 1950 shall apply in rela- 
tion to the year ending on the 
31st day of March 1952 as they 
apply in relation to the year end- 
ing on the 38lst day of March 
1951, subject to the modification 
that in the table appended to para- 
graph 4 of the said Order entries 
relating to “Punjab” shall be 
omitted. 


Notification No. S.R.O. 522 of 
Central Board of Revenue, New 
Delhi, dated the 10th April, 1951. 


Income-tax-——In exercise of the 
powers conferred by sub-section 
(1) of Section 59 of the Indian 
Income-tax Act, 1922 (XI of 
1922) the Central Board of 
Revenue directs that the following 
further amendment shall be made 
to the Indian Income-tax Rules, 
1922 the same having been pub- 
lished as required by sub-section 
(4) of the said section, namely :—- 


In the form of Notice pres- 
cribed by rule 18-A of the said 


May, 1951. 


rules after paragraph 1, the 
following paragraph shall be 
inserted namely :— 


“Every such person is also 
required to furnish in section G 
of the prescribed form full 
particulars of any income which 
he considers not liable to tax in 
his hands for any reason what- 
soever. If he does so, he would 
not render himself liable to 
penalty under section 23 or 
prosecution under Section 52 of 
the Indian Income-tax Act 
even if in the assessment such 
items are held to be his income.” 


K. B. DEB, 
Under Secretary. 


* * + 


Notification No. S.R.O. 586 of 





In exercise of the powers còn- 
ferred by sub-section (1) of Sec- 
tion 52 of the Banking Companies 
Act, 1949 (X of 1949) read with 
Section 23 of the General Clauses 
Act, 1897 (X of 1897), the Central 
Government is pleased to direct 
that the following amendments 
shall be made in the Banking 
Comranies Rules 1949, the same 
having been previously published 
as required by sub-section (5) of 
the former section namely :— 


1. In the said Rules and the 
Forms annexed thereto, wherever 
an expression mentioned in the 
first column of the Table herein- 
under printed occurs there shall 
be substituted therefor the expres- 


Ministry of Finance, New Delhi, sion set opposite to it in the 
the 20th April, 1961. second column of that Table. 
TABLE. 
nO A Ta A S.A APP AORTA AOS SS NAS SN PO E 
(1) (2) 
“Province” i 
“Provincial” State. 
“Province or State” 
“in a province of India” | 
“within any province of ee i i udia. 
“in any province of India | 
“in the, provinces of India” 
“elsewhere than in a province o sald suteide Tadia 
“outside the provinces of India 


are p AAEE A O A OPN NO A SNOT 


IJ. In the said rules :— 


1. In rule 2 sub-rule (2) 
shall be omitted. 


2. For rule 14 the following 
rule shall be substituted, 
namely :— 


„æ 


“14 Publication of approved 
currencies and securities :— 


(1) 
not later than one month from the 
commencement of these rules by a 
notification in the Gazette of India, 
publish for the purpose of Section 


The Reserve Bank shall, 


25 of the Act, a list of currencies 
in which export bills drawn in, 
and import bills drawn on and 
payable in India may be expressed. 


(2) The Reserve Bank may, 


-: by notification in the Gazette of 


India publish for the purpose of 
Section 25 of the Act, a list of 
securities approved by it. 


(3) Any alteration in the lists 
referred to in sub-rules (1) and 
(2) shall also be published in the 
Gazette of India. 
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(4) An alteration, adding a cur- 
rency or security to the list shall 
take effect from the date of publi- 
cation of the alteration while an 
alteration omitting a currency or 
security from the list shall take 
effect at the expiry of three months 
from the date of publication of 
the alteration. 


3. To rule 15 the following 
Explanation shall be added, 
namely :— 

Explanation :—For the purposes 
of this rule the expression ‘news- 
paper’ means any newspaper or 
journal published at least once a 
week, but does not include a 
journal] other than a banking, com- 


mercial, financial or economic 
journal.” 
HI. In the -forms annexed to 


the said rules :—- 


1. The foot-notes in Forms 
I, IV, V, VI, VII, VIII, IX, X, 
XII and XIII in so far as they 
relate to Acceding States i 
be omitted. 


2. In the first foot note to 
Form I before the letters “etc” 
the following words shall be 
inserted, namely :— 


“fees and allowances to 
Directors”. 


3. In Forms V, VI, VII and 
VIII in item 2 for the words 


“Place of registration? the 
words “Place of location of the 
registered office” shall be 
substituted. 


4. In Form X:— 


(1) for the item “B Mini- 
mum amount of assets required 
to be held under Section 24 of 
the Act.... [20 per cent of 
A (8)],” the following item shall 
be substituted, namely :— 
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“B Minimum amount of 
assets required to be held under 
Section 24 of the Act [20 per 
cent of A (8)]”’. 


II. In the foot-note (a) for 
the brackets, figures and word 
“(XVI of 1881)” the following 
shall be substituted namely :— 


“(XXVI of 1881)”. 


5. In form XI under the 
heading “C Assets in the Pro- 
vinces of India” for item 12 the 
following item shall be substi- 
tuted, namely :— ` ; 


“12 Securities approved by 
the Reserve Bank under Section 
25 (8) (a) of the Act and not 
included in any of the above 
item”. 


6. In form XII in the head- 
ing of column 4 for the letters 
“ete.” the following shall be 
substituted, namely :— 


“or other accounts of the 
nature of deposits”. 


7. In Form XIII :— 


(i) Under the heading “A 
Liabilities in the Provinces of 
India” for item 5 the following 
item shall be substituted, 
namely :— 


“5 Borrowings ‘from other 
banking companies”. 


(ii) Under the heading “B, 
Assets 'in the Provinces of 


SUMMARY OF PROCEEDINGS 
THE STANDING COMMITTEES 


In page 7 of the April issue of 
the Bulletin under this head, it 
has been stated that in the Coun- 
cil Meeting held in Madras in 
February 1951, it was decided to 


İndia” for item 8 (1) the fol- 
lowing item shall be substituted, 
namely :— 


t (1) In securities (including 
treasury bills) of— 


(a) Central Government. 


(b) Any State 
ment”. 


Govern- 


(III) Under the heading “B, 
Assets in the Provinces of India” 
for item 10 the following item 
shall be substituted, namely :—- 


= “10 Due from banking com- 
panies”. 


(IV) Im the second foot-note 
for the brackets, figures and word 
“<XVI of 1881)” the following 
shall be substituted, namely :— 


“(XXVI of 1881)”. 


(V) In the third foot-note for 
the words “the Provinces of India 
and Acceding States to which the 


Act extends” the word “India” 
shall be substituted. 
S. K. SEN, 
Dy. Secretary. 
* * 4 


Notification No. 88 of Ministry 
of Finance (Revenue Division), 
New Delhi, the 28rd April, 1951. 


Income-tax—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purpose of 





add a clause to regulation 62-G 
relating to references’ made to 
council by the members of the 
Institute. Although this amend- 
ment was discussed in the Coun- 
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sub-section (1) of Section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Delhi. 


417, Vallabhai Patel National 
Memorial Fund. l 


5. P. LAHIRI, 
Dy. Secretary. 


+ * * 


MINISTRY OF FINANCE 
(REVENUE DIVISION) 
INCOME-TAX 
New Delhi, the 27th April, 1951, 


No. 35—In pursuance of section 
15-B of the Indian Income-tax Act 
1922 (XI of 1922), the Central 
Government hereby withdraws 
with effect from the Ist May 1951 
the: approval granted to the 
Assam Governor’s - Earthquake 
Relief Fund, Assam, the Mayor’s 
Assam Earthquake Relief Com- 
mittee, Bombay, Marwari Relief 
Society’s Assam Earthquake Re- 
lief Fund, Calcutta, and the 
Assam Earthquake Relief Fund, 
Bihar in pursuance of the said 
section by the notification of the 
Government of India in the 
Ministry of Finance (Revenue 
Division) No. 103—Income-tax 
dated the 28th August 1950. No. 8 
Income-tax dated the 15th 
January 1951, No. 6 Income-tax 
dated the 22nd January 1951 and 
No. 7 Income-tax, dated the 23rd 
January 1951 respectively. 


5. P. LAHIRI, 
Dy. Secretary. 


W, 


OF THE COUNCIL AND 


cil, no final conclusion was arriv- 
ed at and we regret the decision 
was given as final in the issue by 
oversight. 
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Place Date of 

Finrolment 

Madras 10-4-1951 
Hyderabad 10-4-1951 
Bombay 10-4-1951 
Caleutta 10-4-1951 
Bombay 10-4-1951 
Sangli 10-4-1951 
New Delhi 10-4-1951 
Jorhat 17-4-1951 
Calcutta 17-4-1951 
‘Coimbatore 17-4-1951 
Calcutta 17-4-1951 
New Delhi 17-4-1951 
Karaikudi 26-4-1951. 
Madras 26-4-1951 
Bombay 1-4-1951 


MEMBERSHIP i 
LIST OF ASSOCIATES AND FELLOWS ENROLLED DURING THE MONTH OF APRIL, 1951. 
— Full name 
ASSOCIATES 
1979 GOPALACHARI RAGHAVAN 
1980 BHOJ. RAJ 
1981 BHASKAR BALVANT JOSHI 
1982 HIRENDRA NATH BHADURI 
1983 * TEMURASP DINSHAW KHUMBATTA 
1984 RAGHUNATH GOVIND GADGIL 
1985 t GOLLAKOTA VENKATA, LAXMANA SURYA 
SOMAYAJI ŠARMA . 
1986 * JNANENDRA NATH SAIKIA 
1987 * ISHAN CHANDRA MITTRA 
1988 COIMBATORE HANUMANTACHAR SESHA 
GIRISACHAR 
1989 JAGANNATH GHOSH 
1990 * MUKUNDAGIRI KANDADAI KRISHNAMA- 
CHARI 
1991 A. N. SANKARAN 
1992 * DHARMARAJATYER SRINIVASAN 
FELLOWS 
356 JEHANGIR DHUNJIBHOY SURTI 
* Denotes members not in practice. 
ae * * 


STATISTICS FOR THE MONTH 
OF APRIL 1951 
Associates enrolled se T4 

Fellow admitted 


Associate restored ms 1 


Certificates of Practice issued: 
Associates ee 9 
Fellows ee 


Termination of Membership. Nil 
Cancellation of Certificate of 
Practice: 
Associate converted into 


Fellow = 1 
Associates a 2 
Fellows Nil 

Articles registered _ .. 36 
Articles cancelled Nil 
Audit Clerks registered .. XL 
Audit Clerks registration 
cancelled .. Nil 


Number of candidates admitted to 
the May 1951 Examination: 

First Examination . 812 

Final Examination .. 592 


SPECIAL ARTICLES 


“DUTIES OF AN AUDITOR” 
(By R. C. Bhargava, 
B.Com., LL.B., A.C.A.) 


One of the most common ques- 
tions with the examiners so far as 
First and or Final Examinations 
of the Institute of Chartered 
Accountants of India are concern- 
ed is with regard to Rights and 
Duties of Auditors under the 
Indian Companies Act. Whatever 
may be the form or tone of the 
question the petered idea behind 
is to examine the prospective 
members of the profession as to 
the knowledge of their duties. 


Though something specific has 
been said about their rights in 
the Indian Companies Act yet ex- 
cept sub-section 2 and 2-A of 
Section 145 of the Act the other 
duties of the Auditors remain still 
to be governed with reference to 
Case Law, 


The measure of the auditor’s 
responsibility depends upon the 
terms of his engagement. There © 
may be special contract defining 
duties and liabilities of the audi- 
tors. If there is such a contract 
then that contract governs the 
question. 


The Articles will, however, be 
looked at, if there is no special 
agreement, because the auditors 
will presumably have taken their 
duties upon the terms, inter alta, 
set out in the Articles. That is 
not to say that the auditors can 
set aside statutory obligations 
which may be summed up with 
the help of Case Law as below :— 


(1) Auditors are to report to 
the members in direct and 
express terms and: to attend 
meetings when it is so very essen- 


tial, 
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“It is their duty to considar’ 


and report to the share- 
holders whether the balance 
sheet exhibits a correct 
view of the company’s 
affairs and the true finan- 
cial position of the com- 
pany at the time of audit 
very special 
cases it is their duty not 
only to place before the 
shareholders the necessary 
information but also to 
indicate the means of 
acquiring it.” (In re 
London and General Bank) 
FP eal alate and the report 
on the accounts would 
certainly include a very 
careful investigation of the 
Profit and Loss Account as 


one of the accounts.” 
(Royal Mail Steam Packet 
Co.’s Case). 


(2) Auditors are to examine 
the books of the company to find 
out whether the books themselves 
show the company’s true pcsition. 


“His first duty is to ex- 


amine the books, not mere- 


ly for the purpose of ascer- 
taining what they do show 
but also for purpose of 
satisfying himself that 
they show the true finan- 
cial position of the com- 
pany.” (In re London and 
General Bank). 


(8) He must be honest and 
exercise reasonable care. 


“The auditor must not 
certify what he does not 
believe to be true and he 
must take reasonable care 
and skill before he believes, 
that what he certifies is 
true, and that the books 
taemselves show the com- 
pany’s true position. What 
is reasonable care must de- 
pend on the circumstances 


of each particular case.” 
(In re London and General 
Bank). 


Auditors are not insurers. 
eh a aie they are not bound 
to do more than exercise 
reasonable care and skill in 
making inquiries and in- 
vestigations. Auditors do 
not guarantee that the 
Balence Sheet is accurate 
according to the books of 
their company.” (In re 
London and General Bank). 


(4) 


(6) Auditors are not advisers. 
“They have nothing to do 
with the prudence or im- 
prudence of making loans 
with or without security. 
They have got nothing to 
concern themselves with 
the t~ayment of dividends, 
unless wrongly paid, and 

internal management of 

the company.” (In re 

sndon and General Bank). 


all 


Auditors are not valuers. 
Oe eee It is no duty of 
auditors to value the com- 
pany’s assets, 
assets are improperly valu- 
ed by the directors. If the 
assets are improperly valu- 
ed, auditors must inform 
the members of that fact.” 
(In re London and General 
Bank). 


(6) 


(7) Auditors are to Inquire into 
substantial accuracy of the 
Balance Sheet. 


“It is the duty of the 
auditor not to confine him- 
self to verifying the arith- 
metical accuracy of the 
Balance-Sheet, but to in- 
quire into the substantial 
accuracy and ascertain that 
it contained the particu- 
lars specified in the articles 
of association and was pro- 


unless the > 
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perly drawn up so as to 
contain a true and correct 
recresentation of the com- 
pany’s state of affairs.” 
(Leeds, Estate Building & 
Co, v. Shepherd). 


(8) Auditors must thoroughly 
study the Articles of Association 
of their company. If the directors 
have acted in contravention of the 
Articles, the auditors must inform 
the members of that fact. (Leeds, 
Estate Building & Co., v. Shep- 
herd).. 


(9) It is the duty of auditors 
to make themselves familiar with 
the obligations imposed upon 
them by the Company’s Articles. 
(Kingston Cotton Mill Co.). 


(10) The duty of an auditor is 
not confined to ascertaining 
whether there are vouchers for 
each item of the accounts, but 
extends to investigating whether 
the payments rerresented by the 
vouchers are authorised or are 
without authority or otherwise 
ilegal or improper. (Thomas v. 
Corporation of Devonport). 


(11) An auditor is not bound 
to be suspicious when there are 
no circumstances to arouse his 
suspicion. He is bound only ta 
exercise reasonable amount of ` 
care and skill. (Kingston Cotton 
Mill Co.). 


(12) If there is any non-dis- 
closure in the balance sheet the 
auditors must call upon the direc- 
tors to make the necessary dis- 
closure, and if the directors do 
not give effect to the auditor’s re- 
quisitions, the auditors must 
reveal the facts to the members. 


“The keynote of Balance 
Sheet is information within 
certain limits and not con- 
cealment.”’ (Shamdasani 
v. Pochkhanawala). 
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(18) All genuine book debts 
must be covered by the entry 
against this item whether they 
are considered good, doubtful or 
bad debts and the clear provision 


. of the Form F cannot be whittled 


down by general consideration as 
to the object of a Balance Sheet. 
(Shamdasani v. Pochkhanawala). 


(14) If any part of secret re- 
serye is availed of to meet bad 
and doubtful book debts, it must 
be revealed in the Balance Sheet 
and not concealed. (Shamdasani 
v. Pochkhanawala). 


(15) Dividends and expenses 
cannot be paid out of secret re- 
serve for long time. This fact 
must be drawn attention to. 
(Royal Mail Steam Packet Co.). 


(16) An auditor is not justified 
in omitting to make personal in- 
spection of securities that are in 
the custody of a person or com- 
pany with whom it is not proper 
that they should be left, when 
such personal inspection is prac- 
ticable. A stock broker of a com- 
pany is not the proper person. 
(In re City Equitable Fire Insur- 
ance Co.). 


(17) Whenever an auditor dis- 
covers that securities of the com- 
pany are not in proper custody, it 
is the duty to enquire that the 
matter be put right at once or if 
his requirement is not complied 
with, to report the fact to the 
shareholders and this whether he 
can or cannot make a personal 
inspection. (In re City Equitable 
Fire Insurance Co.). 


(18) Where payment of com- 
mission for placing share is 
authorised by the Memorandum 
of Association and by a resolution 
of the directors and not by the 
articles, the auditors ought to 
point out. (Republic of Bolivia 
Exploration Syndicate). 


(19) Although it is not the 
duty of accountants to take stock 
in auditing the accounts, they 
may well call for explanation of 
particular items in the stock sheet. 
(Mead v. Ball Baker & Co.). 


(20) An auditor will be order- 
ed to deliver up books and papers 
to the liquidator without preju- 
dice to his lien. (Findley v. 
Waddel). 


(21) It is not enough for the 
auditors merely to report that the 
Balance Sheet does not exhibit a 
true view of the accounts. They 
must report generally on the state 
of the accounts; their duty is to 
call attention to what is wrong. 
(Newton v. Birmingham Small 
Arms Company). 


(22) Another important obliga- 
tion, which has come to be impos- 
ed upon auditors is with regard 
io window dressing of balance 
sheet. Their duty is to check 
material exaggeration of facts. 
Mr. K. J. Rustomji in his monu- 
mental work on Companies Act 
quoting the opinion of Mr. Morgan 
a veteran in the profession of 
Accounting said, ‘it need not be 
reported if only slight’. 


Duties under the Indian Compa- 
nies Act 


The auditors shall make a re- 
port to the members of the com- 
pany on the accounts examined by 
them, and on every balance sheet 
and Profit and Loss account laid 
before the company in general 
meeting during the tenure of 
office, and the report shall 
state :— 


(1) whether or not they have 
obtained all the informa- 
tion they have required; 
and 


(ii) whether nor not in their, 


opinjon the balance sheet 
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and the profit and loss 
account referred to in the 
report are drawn up in 
conformity with the law; 


and 
(iii) whether or not such 
balance sheet exhibits a 


true and correct view of 
the state of the company’s 
affairs according to the 
best of their information 
and explanations given to 
them, and as shown by 
the Books of the Com- 
pany; and 


(iv) whether in their opinion 
Books of Account have 
been kept by the Company 
as required by Section 
180. 


Where any of the matters refer- 
red to in clauses (i), (ii), (iii) 
and (iv) of sub-section (2) is 
answered in the negative or with 
a qualification, the report shall 
state the reason for such answer. 


There being no or little differ- 
ence between the sections govern- 
ing the duties of auditors in 
Indian and English Law, it would 
not be out of place if we quote 
Lord Justice Romer, who referred 
to the implication of the section in 
his judgment in City Equitable 
Fire Insurance Company’s case. 


“This section does not lay down 
a rigid code. The duty imposed 
on auditors by it is not absolute 
but depends upon the information 
given and explanations furnished 
to them, so that there is abundant 
scope for discretion. The onus lies 
upon the auditors who would not 
be excused for total omission to 
comply with any of the require- 
ments of the section or for any 
consequences of deliberate or 
reckless indifferent failure to ask 
for information on matter which 
call for further explanation”, 
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In addition to the matters re- 
ferred to above the auditor shall, 
in the case of a banking company 
incorporated in a province rf 
India, state in his report:— 


(a) whether or not the infor- 
‘mation and = explanations 
required by him have been 
found satisfactory ; 


whether or not the trans- 
actions of the company 
which have come to his 
notice have been within the 
powers of the company; 


(b 


~~” 


(By Sri M. S. Srinivasan of 
M. 8. Krishnaswamy and 
Jagannathan, Coimbatore). 


An attempt is made hereunder 
to find out the true import of the 
phrase, “tax-free dividend” and 
the effect of the provisions of 
section 15C of the Indian Income- 
tax Act, 1922 on the members of 
a company entitled to a tax-free 
dividend. 


“Shares are not issued in the 
abstract and priorities then at- 
tached to them: the issue of 
shares and the attachment of 
priorities proceed wno flatu; and 
_when you turn to the terms on 
which shares are issued you ex- 
pect to find all the rights as 
regards dividends specified in the 
terms of issue. ‘1912, 2 Ch. 571’. 


“The dividend on preference 
shares depends on the terms of 
issue. Such terms may be found 
in the memorandum, or in the 
articles of association, or in the 
resolution creating the shares or 
in some prospectus or other docu- 
ment offering them for subscrip- 
tion. ‘Palmer’s Company Law 
page 199, 19th edition.’ 


“Etymologically a dividend is 
the dividendum, the total divisi- 
ble sum. But in its ordinary 


(c) whether or not the returns 
received from branch 
offices of. the Company 
have been found adequate 
for the purposes of his 
audit ; 


(d 


N 


whether the profit and loss 
account shows a true 
balance of profit and loss 
for the period covered by 
such accounts; 

(e) any other matter which 
he considered should be 
brought to the notice of the 


OR 


TAX-FREE DIVIDEND 


sense it means the sum paid and 
received as the quotient forming 
the share of the divisible sum 
payable to the recipient.” 1904 
A.C. 27. 


Under sub-section (1) of sec- 
tion 21 of the Indian Companies 
Act, 1913 :— 


“The memorandum and arti- 
cles shall, when registered, bind 
the company and the members 
thereof to the same extent as if 
they respectively had been signed 
by each member and contained a 
covenant on the part of each 
member, his heirs, and legal re- 
presentatives, to observe all the 
provisions of the memorandum 
and of the articles, subject to the 
provisions of this Act.” 


“The company, moreover, is a 
distinct legal personality, and can 
own and deal with property, sue 
and be sued in its own name, and 
contract on its own behalf, and 
the members are not personaly 
entitled to the benefits or liable 
for the burdens arising thereby; 
their rights are confined to receiv- 
ing from the company their share 
of the profits, or, after a winding 
up, of the surplus assets and their 
liabilities to paying the amount 
specified as due from them to the 
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shareholders of the com- 
pany. 


The duties of an auditor, in 
short, are to safeguard the inter- 
est of the shareholders of the 
company by way of exercising 
reasonable care and skill, to re- 
port to them the matters, which 
are not in accordance with the law 
in direct and express terms and 
act as a check against material 
exaggeration of facts. His duties 
are onerous. He is not an arm- 
chair worker but an explorer for 
truth. 


company.” Page 5, Gore Brown, 
39th Edition. 


Under. Section 8 of the Indian 
Income-tax Act, 1922— 


“Where any Central Act enacts 
that income-tax shall be charged 
for any year at any rate or rates, 
tax at that rate or those rates 
shall be charged for that vear in 
accordance with, and subject to 
the provisions of, this Act in res- 
pect of the total income of the pre- 
vious year. of every individual 
ist treet company, 


A joint stock company is thus, 
under the provisions of the Indian 
Income-tax Act, 1922, directed to 
make a return of its profits and 
gains and is liable to be assessed 
and taxed thereupon. | 


“In the case of a company the 
tax has to be paid by the com- 
pany and not on behalf of the 
shareholders in as much as the 
scheme of the Indian Income-tax 
Act is that a company is assessed 
to income-tax for its profits.” 1940 
I.T.R. 389. 


“The inecome-tax on the divi- 
dends distributed forms part of 
the profits of the company; it is a 
proportionate part which the Re- 
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venue is entitled to take out of 
the profits; and it is not.a deduc- 
tion before arriving at the pro- 
fits.” Attorney General v. Ashton 
Gas Co., 1904 2 Ch. 624. 


“In the years in which the 
company’s profits are charged to 
income-tax and the company pays 
income-tax the position is clearly 


stated by Lord Phillimore in 
Bradbury v. English Sewing 
Cotton Co., 1923 A.C. 744, in 


these terms (p. 769). 


A joint stock company is under 
the Income-tax Act, 1842, treated 
as a person and is directed to 
make a return of its profits or 
gains according to Schedule D 
upon a conventional figure, arrived 
at by taking an average of the 
three preceding years, and is 
liable to be assessed and taxed 
thereupon, ` 


If the principle of its being a 
distinct person, distinct from its 
shareholders or the aggregate of 
its shareholders, had been carried 
to a logical conclusion, there would 
have been no reason why each 
shareholder should not, in his 
turn, have to return as part of his 
profits or gains under Schedule D, 
the money received by him in 
dividends. 


“Their taxation vould seem to 
be logical, but it would be destruc- 
tive of joint stock company enter- 
prise, so the Act of 1842 has, 
apparently proceeded on the idea 
that for revenue purposes a joint 
stock company should be treated 
as a large partnership, so that the 
payment of income-tax by a com- 
pany would discharge the quasi 
partners. The reason for their 
discharge may be the avoidance 
of double taxation, or to speak 
accurately, the avoidance of in- 
creased taxation. But the law is 
not founded upon the introduction 


of some equitable principle as 
modifying the statute; it is found- 
ed upon the provisions of the 
statute itself; and the statute 
carries the analogy of a partner- 
ship further, for it contemplates 
a company declaring a dividend 
on the gross gains, and then on 
the face of the dividend warrant 
making a proportionate deduction 
in respect of the duty, so that the 
shareholder whose total imcome 
ig so small that he is exempt from 
income-tax or pays at a lower 
rate, can get the income-tax which 
has been deducted on the dividend 
warrant returned to him.” 


“These observations explain the 
scheme under which income-tax 
paid by a company on its profits 
ensures to the benefit of share- 
holders in respect of dividends 
paid out of the profits determined 
to be distributed.......... The 
scheme of the Income-tax Act, 
which is in accordance with the 
observations quoted above, pre- 
vents the shareholder being taxed 
as an assessee again in respect of 
the dividends received by him.” 
1940 I.T.R. Pages 856 and 357. 


Under the provisions of sub- 
section (2) of Section 16 of the 
Indian Income-tax Act, 1922. 


“For the purposes of inclusion 
in the total come of an assessee 
any dividend shall be deemed to 
be income of the previous year in 
which it is paid, credited or dis- 
tributed or deemed to have been 
paid, credited or distributed to 
him, and shall be increased to 
such amount as would, if income- 
tax (but not super-tax) at the 
rate applicable to the total income 
of the company (without taking 
into account any rebate allowed 
or additional income-tax charged) 
for the financial year in which 
the dividend is paid, credited or 
distributed or deemed to have 
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been paid, credited or distributed 
were deducted therefrom, be 
equal to the amount of the divi- 
dend. Provided that when any 
portion of the profits and gains of 
the company out of which such 
dividend has been paid, credited 
or distributed or deemed to have 
been paid, credited or distributed 
was not liable to income-tax in 
the hands of the company, the 
increase to be made under this 
section shall be calculated upon 
only such proportion of the divi- 
dend as the amount of the profits 
and gains of the company liable 
to Income-tax bears to the total 
profits and gains of the company.” 


Under the provisions of sub- 
section (5) of Section 18 of the 
Indian Income-tax Act, 1922,— 


‘ 


*,,..any sum by which a divi- 
dend has been increased under 
sub-section (2) of Section 16 shall 
be treated as a payment of income- 
tax or super-tax on behalf of the 
shareholder, and credit shall be 
given to him therefor in the 
assessment, if any, made for the 
following year under this Act”. 


Under the provisions of Section 
49B ot the Indian Income-tax Act, 
1922,— 


~ “Where any dividend has been 
paid, credited or distributed or 
is deemed to have been paid, 
credited or distributed to any ot 
the persons specified in Section 3 
who is-a shareholder of a com- 
pany which is assessed to income- 
tax in the taxable territories or 
elsewhere, such person shall, if the 
dividend is included in his total 
income, be deemed in respect of 
such dividend himself to have 
paid income-tax (exclusive of 
super-tax) at the rate applicable 
to the total income of the. com- 
pany for the financial year in 
which the dividend has been paid, 
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credited or distributed or is deem- 
ed to have been paid, credited or 
distributed on so much of the 
dividend as bears to the whole 
the same proportion as the amount 
of income on which the company 
is hable to pay income-tax bears 
to the whole income of the com- 
pany. 


“Moreover, dividends being 
payable out of protits, and only 
_out of profits, if the profits in the 
hands of the company are burden- 
ed with a tax the company has not 
only a right but a duty to distri- 
bute the burden fairly and equally 
between the various classes of 
shareholders. One way of doing 
that obviously is to deduct the 
appropriate amount of income-tax 
from each dividend before pay- 
ment.” Page 350, 1940 I.T.k. 


It follows that each shareholder 
is entitled to an aliquot part of a 
fund which includes the income- 
tax payable by the company and 
out of which that income-tax has 
to be paid, and therefore he can 
only get his dividend less his pro- 
portionate share of the tax.” Page 
350, 1940 I.T.R. 


The following words appearing 
in page 356, 1940 1.T.R. clearly 
indicate that the articles of asso- 
ciation of a company can provide 
that the company will bear the 
burden of tax on certain divi- 
dends:— “Therefore unless words 
to the effect that the company 
shall bear the burden of the tax 
on these dividends (for including 
which there is no justification) 
are read into the resolution and 
articles of association the plain- 
tiff’s contention cannot be ac- 
cepted.” When the articles. of 
association of a company provide 
that the preference shareholders 
shall have the right of getting a 
preferential tax-free dividend of 
5% it means that the company 


has undertaken the tax burden in 
respect of the dividend. The 
following definition of a tax-free 
dividend is very significant :— 


“A dividend free of tax is one 
of such an amount as after the 
deduction of the proper rate of 
tax leaves the rate of dividend 
specified available for the share- 
holders. The gross amount of the 
dividend will vary with the amount 
in respect of tax which has not 
been received by the shareholder 
from the company. The amount 
not so received is the amount of 
the tax on the gross dividend, and 
is, in substance and in fact, de- 
ducted by the company.” 1926 
Ch. 388, 356. 


According to the above defini- 
tion of the phrase, “a dividend 
free of tax” if the preference 
shareholders are entitled, under 
terms of the issue of the shares, 
to a fixed cumulative tax free 
dividend of 5° the actual divi- 
dend distributed is (5 + X) % 
where X is the tax on 5 + X. In 
this example X will vary accord- 
ing to the rate of tax. If the rate 
of tax increases, the effective rate 
of dividend will also increase. If 
the company goes on paying tax 
at reducing rates, X will go on 
decreasing. Thus, the limit of X 
when X tends to zero is zero. That 
is, when the company does not 
pay any tax, there is no tax 
burden to be shared with the 
shareholder, The value of X will 
be zero. If the entire profits of 
the company are not exempt from 
tax, if a portion only is taxable, 
then, the value of X will be lessen- 
ed. The value of X will have to 
be computed in accordance with 
the provisions of sub-section (2) 
of Section 16 of the Indian Income- 
tax Act, 1922. 


“A shareholder can only re- 
cover back tax which the money 
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he received has suffered, and he 
can only be liable to pay super- 
tax in respect of a dividend which 
is taxable’. Page 3865, 1940 
ITR: 


“Thus, if the entire profits of 
the company are exempt from tax 
under the provisions of Section 
15-C of the Indian Income-tax 
Act, 1922, the dividend received 
by the preference shareholder will 
be Rs. 5 for every Rs. 100 of 
capital paid up. This sum of Rs. 5 
has not suffered tax at all. Hence, 
the shareholder cannot get any- 
thing from the company, or from 
the Income-tax Department. This 
is also clear from the observation.” 
As I have pointed out, if by reason 
of the company’s distributable 
profits being free from income- 
tax, the company is not liable to 
pay income-tax, as pointed out in 
Gimson v. Inland Revenue Com- 
missioners, 1980 2 K.B. 246, the 
dividend when paid to the share- 
holders is also not liable to be 
charged to income-tax. Page 365, 
1940 I.T.R. See Section 15-C (4) 
of the Indian Income-tax Act, 
1922. 


In the case of shareholders en- 
titled to a preferential tax free 
dividend of 5% the contract 
between the company and the 
shareholders is that the company 
shall bear the burden of tax, if 
any, and that the shareholder. 
shall be entitled to get a net 
amount of 65%. Whether the 
company pays any tax or not he is 
gure of getting a net amount of 
5%. In the years in which the 
company does not pay any tax, 
there will be no necessity to gross 
up the amount received by him. 
He will not be entitled to any re- 
fund of tax from the Income-tax 
Department, as no tax has been 
deemed to have been paid on his 
behalf. On the other hand, in the 
case of a shareholder entitled to a 
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fixed dividend of 5% but not tax 
free, the amount of tax on the 
amount accrued @ 5% will be 


Jyotirindra Narayan v. The 
State of Assam (1951). 19 LTR. 
| 379. i 


This was a case decided by the 
Assam High Court under the 
Assam Agricultural Income-tax 
Act. One of the contentions put 
forth on behalf of the assessees in 
this case was that the receipts 
from the-sale of sal trees in their 
forests were only capital receipts. 
After referring to the various 
authorities on the point, the ccurt 
observed as follows: 





“The authorities ° referred to 
above yield the result that the 
forms which income may assume 
would baffle attempts at enumera- 
tion. A precise definition cover- 
ing all cases is not possible and 
the Legislature has not attempted 
to define it. It is generally though 
not necessarily a recurrent 
return from a definite source. 
Receipts from capital which is 
exhausted in the process of reali- 
sation may none-the-less be in- 
come. The fact that the receipts 
are from a source which is a wast- 
ing asset like that of a mine is an 
irrelevant consideration and any- 
thing which could properly be 
described as income would be 
taxable unless expressly exempt- 
ed from taxation. l 


Judged in the light of the above 
test, receipts from the sale of 
forest trees cannot be excluded 
from the scope of the word ‘in- 
come’. . The only contention rais- 
ed on behalf of the assessee is that 
these receipts represent ‘capital 
inasmuch as the felling of trees 
causes a gradual exhaustion of 
capital, “From the admitted facts 


deducted, and the balance only 
will be paid to the shareholder. 
In case the company does not pay 
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of this case, it appears that the 
forests are not being worked in a 
way that the gradual sale of trees 
from portions of the forest would 
result in their extinction. In the 
references before us, the Member, 
Board of Agricultural Income-tax 
observed ‘that the assessees admit- 
ted that the Sal forests in ques- 
tion have to be nursed, reserved 
and developed at considerable ex- 
penses. The assessments show 
that sales are periodical. Exploi- 
tation is carried on in conformitv 
with schemes which guard against 
the forest disappearing altogether 
as a result of such sales. It was 
found as a fact by the Appellate 
Assistant Commissioner that the 
forest trees as they exist now 
were the result of operations in 
forestry that were undertaken for 
their growth and regeneration. 
The Member, Assam Board of 
Agricultural Income-tax agreed 
with the finding, and it is not now 
disputed. These forests, there- 
fore, cannot even be regarded as 
wasting assets. But even if they 
are treated as wasting assets, the 
consideration is not relevant as 
held by their Lordships of the 
Privy Council in Kamakshia 
Narain Singh v. Commissioner of 
Income-tax, Bihar and Orissa 
(1948) 11 I.T.R. 513. The capital 
in the case of the forests is land as 
held in Beohar Singh v. Commis- 
sioner of Income-tax (1948) 16 
I.T.R. 433. The sale of trees 
from the forest does not bring 
out or result in any diminu- 
tion of the capital. So long as the 
capital remains, receipts from the 
sale of trees cannot be regarded 
as capital receipts. On the facts 
of the cases before us, I have no 
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any tax in any year, the share- 
holder is entitled to get back the 
tax so deducted. 1940 I.T.R. 837. 


hesitation in holding that the re- 
ceipts from the sale of forest trees 
being revenue receipts constitute 
income. They cannot be classed 
as capital receipts. 


Again so far as receipts from 
the sale of forest trees are con- 
cerned, the point is concluded by 
authority and if an annuity ob- 
tained as part of the consideration 
from the sale of property and 
royalties on a mining lease which 
results in the gradual exhaustion 
of the mine are classed as income, 
there is much greater reason for 
holding that recurring receipts 
from the sale of trees from forests 
which are worked in such a way 
that their continued existence is 
assured are revenue receipts and 
as such taxable under the Assam 
Act if they can be regarded as 
agricultural in character. 


On the meaning of the word 
“income”, Ram Labhaya J. ob- 
served. The word “income” has 
not been defined by the Statute. 
It must be taken to have been used 
in the Constitution of India as 
also in the other Acts, Central and 
Provincial, in its generic sense. 
Again its meaning and connota- 
tions in all the enactments does 
not indicate anything to the con- 
trary. The authorities bearing on 
the interpretation of the word as 
used in the Indian Income-tax Act, 
will, therefore, govern the inter- 
pretation of the word as used in 
the Assam Act also. 


The next question was whether 
the income from the sale of such 
trees was agricultural income 
within the meaning of section 


Page Eighteen 


2 (a) (1) of the Assam Agricul- 
tural Income-tax Act. Reviewing 
the -authorities on the subject, it 
was held that “purpose” within the 
meaning of the Assam Act could 
be agricultural even if its achieve- 
ment did not involve actual culti- 
vation of the soil and that income 
would be agricultural if there was 
some expenditure of skill and 
labour upon it. Regular opera- 
tions in forestry necessarily in- 
volve expenditure of skill and 
labour. Where therefore such 
operations take place, the income 
from the sale of trees in the 
forests would be within the ambit 
of “agricultural income” as defined 
in the Assam Act. On the facts of 
the case it was found that exten- 
give operations in forestry were 
employed and hence it was held 
that the income in question was 
agricultural income. 


In dealing with a further ques- 
tion whether an amount received 
as salami for settlement of agri- 
cultural holding is agricultural 
income, the court held that salami 
cannot be treated either as capital 
or as income unless the nature of 
the receipt itself was determined 
as a fact. As the full facts neces- 
sary for deciding this question 
were not available the case was 
referred back to ‘the Member, 
Assam Board of Agricultural 
Income-tax for furnishing the 
court with a fuller statement of 
the case. ` 


roel 


Under sub-clause (5) of rule 2 
of the Assam Agricultural In- 
come-tax Rules, maintenance 
allowance paid to a widow, if it 
forms a charge on the estate, is 
a permissible deduction in com- 
puting the assessable income. It 
was held that annuities paid ‘to 
wives under certain will could not 
be deducted and that a widow in 
the rule would not include a wife, 


Raja Kali Prasad Singh v. 
Commissioner of Income-tac, 
Bihar and Orissa (1951) 19 
LT.R. 472. az 


The assessee a Zamindar had 
within the ambit of his Zamin- 
dari large tracts of various 
mineral lands including mica 
mines. During the accounting 
year he leased out 8,071 acres of 
land to certain person to extract 
mica therefrom for a term of 9 
years at an annual rent of Rs. 153. 
An additional sum of Rs. 4,000 
was also paid by the lessee as 
salami for obtaining the lease. The 
assessee further received a sum of 
Rs, 851 from another party as 
salami or premium for settlement 
of fire clay land measuring about 
51.6 acres for a period of 9 years. 
The question was whether these 
two sums were revenue receipts 
taxable under the Income-tax Act. 

The Patna High Court held 
that prima facte, salami was not 
income unless the income-tax 
authorities showed that there 
were circumstances to indicate 
that it was so. In the present 
case, no such circumstances had 
been indicated by the revenue 
authorities. On the contrary, the 
indentures on the record indicat- 
ed that the salami was not in 
payment of advance rent. The 
court therefore held that the said 
sums could not be regarded as 
revenue. l 

* i * 


Jitan Ram Nirmal Ram 
y. Commissioner of Income-tax, 
Bihar .and Orissa (1961) 19 
ILT.R. 476. 


The assessee was assessed 
under the Excess Profits Tax Act 
in respect of certain chargeable 
accounting periods. He subsequ- 
ently filed an application before 
the Commissioner of Income-tax 
under Section 29 of the Excess 
Profits Tax Act for recalculation 
of the amoynts, The Commis- 
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sioner asked for a report from the 
Income-tax officer who made the 
recomputation and communicated 
the result to the assessee on July 
18, 1944. The assessee made 
certain suggestions on July 24, 
1944. Three days after, the 
Income-tax Officer issued a notice 
under Section 34 of the Income- 
tax Act. Thereafter he submitted 
his final report about the compu- 
tation of the profits to the Com- 
missioner on July 31, 1944. The 
Commissioner théreafter passed 
his final order on September 15, 
1944 holding that there was defi- 
ciency of profits and the assessee 
was not liable to excess profits tax 
for the years in question. After 
receipt of the notice, under Section 
34 the assessee filed the requisite 
returns and his representative 
stated that the assessee had no 
objection to the total income being 
increased. The Income-tax Officer 
accordingly made assessments on 
these amounts. Against the 
assessments apreals were filed 
with the Apnellate Assistant 
Commissioner and thereafter with 
the Appellate Tribunal which 
were unsuccessful. 


The question was whether in 
the circumstances of the case the 
proceedings under Section 34 (as 
it stood before the amendment by 
Act XLVII of 1948) was valid. 


It was contended on behalf of 
the assessee that the notice under 
Section 84 was not valid since on 
the date of issue of the notice the 
final order of the Commissioner 
with respect to recalculation of 
the profits of the applicant had 
not been made and the Jncome-tax 
Officer could not have discovered 
on July 27. 1944 that the income 
had escaped assessment. 


The Patna High Court rejected 
the contention. (The Court held 
that it was impossible to accept 
the argument that when the 
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Income-tax Officer issued notice 
under Section 84 there was no 
“definite information” which had 
come into his possession in conse- 
quence of which he “discovered” 
that the income had escaped 
assessment or had been under- 
assessed. The order of the Com- 
missioner was not the sole item of 
information but the Income-tax 
Officer had gathered information 
as a result of his own calculation 
that a part of the income of the 
assessee had escaped assessment. 
The court observed, “It is obvious 
that the phrase ‘definite informa- 
tion’ in Section 34 cannot be con- 
gtrued in a universal sense; its 
meaning must -depend and must 
necessarily vary with the circum- 
stances of each case. It is neces- 
sary that the information should 
be more than mere gossip or 
rumour. But it need not be infor- 
mation of fact nor need it be in- 
formation of actual escape of tax. 
So far as the word ‘discovers’ in 
Section 84 is concerned it only 
reouires that the Income-tax 
Officer should have formed an 
honest and reasonable belief unon 
m?terial which could reasonably 
support such belief.” 


Ramaswamy, J. further observ- 
ed as follows:—“Even if we as- 
sume for a moment that the notice 
under Section 84 is defective, it is 
impossible in my opinion to hold 
that the proceedings are illegal or 
that excess assessment made is 
null and void. It is of importance 
to state that Section 34, though a 
part of the Act imposes no charge 
on the subject and it is merely 
part of the machinery of the 
assessment. The liability to pay 
the tax is founded on Sections 


3 and 4 of the Income-tax 
Act, which are the charging 
sections. The jurisdiction to 


assess or the liability to pay tax 
cannot on principle depend on the 
validity of the notice, I do not 


think it is necessary in all cases 
in order to enable the Income-tax 
Department to receive the money 
that there should be an assess- 
ment actually served of that sum 
which is ultimately paid.” 


* 4# + 


Pioneer Bank Ltd., V. Bamandev 
Banerjee (1951), 21 Comp. 
Cas. 90. 


The plaintif, a banking com- 
pany in liquidation filed a suit on 
November, 28, 1949 on a promis- 
sory note executed in October 
1945. The order for winding up 
was made on July 12, 1949. As 
the suit was filed more than three 
years after the execution of the 
note, the question arose whether 
it was barred by limitation. Sec- 
tion 45-F of the Banking Compa- 


- nies Act as amended by the 


Amendment Act XX of 1950 pro- 
vides that “Notwithstanding any- 
thing to the contrary contained in 
the Indian Limitation Act, 1908 
(Act IX of 1908) or in any other 
law for the time being in force, in 
computing the period of limita- 
tion prescribed for any suit or 
application by a banking com- 
pany, the period of one year im- 
mediately preceding the date of 
the order for the winding’ up of 
the banking company shall be ex- 
cluded.” The court held that in 
view of this provision, the suit 
was not barred by limitation. The 
court was not giving -retrospective 
operation to the provision but the 
provision was one dealing with 
procedure and applied to past 
events also. If time expired within 
or after the period of one year 
mentioned in the section, that 
year should be excluded in com- 
puting the period of limitation. 
But in suits or proceedings in 
which time had already run out 
before the one year, there is no 
revival of the cause of action, 
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M. R. S. Rathnavelusami Chettiar, 
V. M. R. S. Manickavelu Chel- 
tiar and others (1951) 21 Comp. 
Cas. 98: 


The first and second defendant 
called upon the plaintiff who was 
the managing Director of certain 
company to convene a meeting for 
electing a new Managing Director 
in place of. the plaintiff. As the 
plaintiff did not take action on 
this requisition within 21 days, 
the requisitionists sent notices to 
all the members of a meeting pro- 
posed to be held at 5 P.M. on certain 
date at the registered office at the 
company for electing a manag- 
ing director in place of the plain- 
tiff. As the premises of the regis- 
tered office were locked the meet- 
ing could not be held there and 
the shareholders who had assem- 
bled there for the purpose of the 
meeting moved on to another 
place a few yards off the register- 
ed office and there held a meeting 
et which a resolution removing 
the plaintiff from managing direc- 
torship was passed. The plaintiff 
sued to have the meeting and 
resolution declared invalid. The 
answer of the defendants was 
that a suit of this character was 
not maintainable and that the 
meeting and the resolution were 
terfectly legal and valid. 


The District Munsiff held that 
the suit was maintainable but his 
decision was reversed by the Sub- 
ordinate Sub-Judge. The plain- 
tiff filed a second appeal in the 
Madras High Court. On behalf 
of the defendants it was contend- 
ed that the rule laid down in 
Mozley V. Alston (1847) 41 E.R. 
838, Lord V. Copper Miners 
(Governor and Co. of) (1848) 
47 E.R. 1837 and Foss V. Harbot- 
tle (1848) 6 E.R. 189 should 
always be adhered to; that is to 
say, that nothing connected with 
internal disputes between the 
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shareholders is to be made the 
subject of an action by some one 
shareholder on behalf of himself 
and others, unless there be some- 
thing illegal oppressive or fraudu- 
lent, unless there is something 
ultra vires on the part of the 
company qua company or on the 
part of the majority of the cóm- 
pany. 


The court held that the rule did 
not apply to this case under con- 
sideration which on the other 
hand came within the rule laid 
down in Pulbrook V. Richmond 
Consolidated Mining Co. (1878) 
9 Ch. D. 610, which was an autho- 
rity for the view that the court 
had jurisdiction to entertain a 
suit by shareholders against the 
company in respect of an in- 
fringement of their individual 
rights. In this ease the plaintiff 
was suing in respect of an indivi- 
dual wrong and not a wrong in 
which all the shareholders gener- 
ally and as a -body only were 
interested. The suit was hence 
held to be maintainable. 


On the merits of the case 
it was contended by the plain- 
tiff that there was no ad- 
journment of the meeting fixed 
for one place to the other 
place and hence the proceed- 
ings at the latter place cannot 
be regarded as a continuation of 
the meeting initiated at the 
former place. Rejecting this con- 
tention the court observed that it 
was not necessary in every case 
that an adjournment must be 
after a regular meeting is first 
held with a Chairman. The court 
further opined that in any case 
even if there was violation of law 
in the circumstances, the violation 
should’ ‘not be regarded as any- 
thing more than an irregularity. 
The meeting should not be regard- 
ed as invalid in the absence of any 
troof that a different result would 
have necessarily followed on a 
fresh meeting. 


The defendants also contended 
that by reason of his conduct in 
making the premises of the regis- 
tered office unavailable for the 
meeting the plaintiff was preclud- 
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ed from complaining of the invali- 
dity of the meeting actually held. 
Reliance was placed on the deci- 
sion in Subramania Iyer V. The 
United India Life Insurance Co., 
Ltd. (A.I.R. 1928 Mad. 1215) in 
support of this contention. The 
court upheld the defendants con- 
tention that the principle of estop- 
pel discussed in that case was 
applicable to the case on hand. 


There is also some discussion in 
the judgment on the scope of 
Section 79 (3) of the Indian Com- 
panies. Act. On behalf of the 
plaintiff it was argued that it was 
open to the defendants if it be- 
came impracticable to hold the 
meeting on the date fixed to take 
steps to hold a fresh meeting or to 
move the court under Section 
79 (8) of the Act. The defend- 
ants contended that Section 


_79 (8) applied only to cases where 


for any reason it is impracticable 


-to call for a meeting of a com- 


pany or to conduct it and not to 
cases in which it is impracticable 
to hold it. The court rejected this 
restricted interpretation. 


PARLIAMENTARY PROCEEDINGS 


(a) QUESTIONS & ANSWERS. 
Industrial Enterprises, 


In answer to questions, the 
Minister ` of Finance stated in 
Parliament that total investment 
made by the Government of India 
between August 1947 and August 
1950 in industrial enterprises 
wholly or partly owned by Gov- 
ernment is Rs. 27.45 crores. The 
more important among such in- 
dustrie are :— 


The Fertiliser Project 
Sindhri . 16.50 crores 


Chittaranjan Locomo- 
tive Works 


Government Housing 
Factory „e 58 


7.87 crores 


lakhs 


Indian Telephone 

Industries .. 92 lakhs 
The Indian Rare 

Earths Ltd. .. 386 lakhs 
The Hindustan Air- 

crafts Ltd. .. l1 crore 
The Indian Mining 

and Construction 

Co. l . 22 lakhs 


-Investments of Indians in Foreign 


- Countries. 


The Minister of Finance during 
question time stated that accord- 
ing to the Census of India’s 
Foreign Liabilities and Assets 
eonducted by the Reserve Bank, 
the total foreign assets owned by 
non-official sector in India, com- 


prising citizens of Indian nationa- 
lity, partnerships, joint stock 
companies, banks, ete., as on 30th 
June 1948 were Rs. 182 crores. , 


To a question what income by 
way of tax accrued to the Consoli- 
dated Fund of India from the in- 
come arising out of these invest- 
ments, the Minister replied “it is 
not possible to correlate collec- 


_tions of tax on foreign incomes 


with specific foreign assets, but it 
is estimated that the revenue 
derived from taxation of foreign 
incomes of persons residing in 
India (including non-Indians) 
amounted on an average to about 
Rs. 880 lakhs a year during the 
last two financial years,” 
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The Minister further stated 
that there may be cases of income- 
tax evasion on the income accru- 
ing from foreign investments but 
income is assessed on remittances 
when they are made. 


Reserve Bank of India. 


Answering a question, the 
Minister of Finance stated that 
the net income earned by the 
Reserve Bank of India, from the 
Ist January 1949, the date on 
which it was transferred to 
public ownership upto the 30th 
June 1950 was approximately 
Rs. 14.89 crores. 


(b) BILLS AND ACTS. 


Parliament passed on 16th 
. April 1951 the Appropriation Bill 
without discussion. The Bill 
authorises the payment out of the 
consolidated Fund of India of the 
sum of Rs. 20,72,24,55,000 for ex- 
penditure during the year 1951-52. 
Of this amount Rs. 4,53,87,93,000 
represents grants voted by Parlia- 
ment and the rest are charged on 
the Consolidated Fund. The 
speaker suggested that Appropria- 


In reply to a question in the 
House of Commons on December 
14, Mr. Herbert Morrison an- 
nounced the membership and 
terms of reference of the Royal 
Commission on the Taxation of 
Profits and Income. The Chair- 
man is Lord Justice Cohen and 
the terms of reference are:— 


To inquire into the present 
system of taxation of profits and 
income including its incidence and 
effects with particular reference 
to the taxation of business profits 
and the taxation of salaries and 
wages. i 


tion Bils should be treated as 
formal and a convention should be 
established for passing the Bills 
without discussion. 
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On 17th. April 1951, Parlia- 
ment passed the Minimum Wages 
(Amendment) Bill extending the 
time limit for fixing minimum 
wages in industry and agriculture 
expiring on 8ist March 1951 to 
8ist March 1952. The States have 
thus been given one more year 
for implementing the Minimum 
Wages Act of 1948 in industrial 


establishments specified in the 
Act. 

zit $ x 
On 24th April 1951, Parlia- 


ment referred to a Select Commit- 
tee the Forward Contracts (Re- 
gulation) Bull. 
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On 27th April 1951, Parlia- 
ment passed the Reserve Bank of 
India (Amendment) Bil. Among 
other things it provides for ex- 
tending the period of accommoda- 
tion by the Reserve Bank for 


NEWS AND NOTES 


To consider whether for the 
purposes of the national economy 
the present system is the best way 
of raising the required revenue 
from the taxation of profits and 
income, due regard being paid to 
the points of view of the taxpayer 
and of the Exchequer. 


To consider the present system 
of personal allowances, reliefs and 
rates of tax as a means of distri- 
buting the tax burden fairly 
among the individual members of 
the community, and to make rè- 
commendations consistent with 
maintaining the same total yield 
of the existing duties in relation 
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financing ` seasonal agricultural 
operations from 12 to 15 months. 


+ 
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On 27th April 1951, Parlia- 
ment passed a Bill repealing 
certain State laws which sanc- 
tioned the levy of taxes on the sale 
of purchases of newspapers and 
on advertisements. 
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On 28th April 1961, Parlia- 
ment referred to a Select Commit- 
tee on a motion by the Finance 
Minister the Bill to provide for 
the establishment of Finance Cor- 
porations in the States to meet 
the financial requirements of 
small and medium scale industries 
in the States. 


me a * 


The first report .of the 
National Income Committee was 
presented to Parliament on the 
5th May 1951 by the Finance 
Minister. It is said to be the first 
scientific attempt made on a com- 
prehensive scale under the auspi- 
ces of the Government to estimate 
the national income of India. 


to the national income (Hansard 
Col. 183). 
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Foreign business investment in 
India on private account as on 
June 30, 1948 has been estimated 
by the Reserve Bank at Rs. 597.86 
crores on book value. On the 
basis of market value, it amount- 
ed to Rs. 596.44 crores. 87% of 
the investment was on long term 
basis and the balance 18% repre- 
sented monthly short term liabili- 
ties of commercial banks. Out of 
the total investments, Rs. 876 
crores came from United Kingdom 
and Rs. 30 crores from U.S.A. 
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21 crores from Pakistan. During 
the three years beginning from 
1948, Rs. 10.47 crores was invest- 
ed in various industries in India 
by foreigners. 


= ¥ kK 


President Truman said that in- 
flationary pressures had not yet 
reached their peak in the United 
States and asked Congress for 
higher taxes, tighter credit con- 
trols and “fair ceilings” on farm 
and other products. 


* w x% 


In the budget speech in the 
Canadian Parliament, the Finance 
Minister, Mr. Douglas Abbot an- 
nounced a rise of 20 per cent in 
personal income-tax. He also an- 
nounced stiff increases in taxes on 


Mr. M. C. Mehta from Indore 
writes: 

“Will you please be very kind 
enough to solve the following 
queries about the taxation of 
Indian State Rulers. 


1. Whether the following in- 
come of Indian Rulers 
(Princes) in the Part B 
States is taxables :— 


(a) Income from Property. 
(b) Interest on Securities. 
(c) Income from Dividends. 


2. Whether the Incomes of Her 
Highness will be treated 
separately from that of 
His Highness, by the In- 
vestment done from the 
money received by her from 
the His Highness from his 
Privy Purse. 


8. Whether the income of the 
Princes will be taken in the 
income of the His Highness. 


cigarettes, tobacco and other com- 
modities. 


kid ut * 


In the budget of £ 4,197 million 
for 1951-52 the Chancellor of Ex- 
chequer in the United Kingdom 
announced sweeping increased 
taxation to meet the country’s 
rearmament drive. Income-tax 
was raised by an addition of six 
pence in the pound to the existing 
rates. The price of petrol was 
raised from 3sh. 314d. per gallon 
to 8sh. 8d. Purchase tax on new 
motor cars, radio and television 
sets was raised 8014 per cent to 
66-2/8 per cent. Purchase tax on 
household gas and electrical appli- 
ances was increased by one-third. 
The charge on cinema ticket per 
seat was increased from 5d. to 6d. 
False teeth and spectacles hitherto 
completely free under the National 


MEMBERS’ QUERIES 


4. Whether the income of the 
Princess will be taken in 
the income of the His High- 
ness when the income is 
credited to her account and 
which she will be given in 
dowry during her marriage. 


In short I shall be much pleased 
to know about the mode of the 
taxation of Rulers of Part B 
Indian States. 


* * $ 


Mr. U. S. Lekhi, Chartered Ac- 
countant, Jaipur has raised the 
following query :— 


“A company (public) limited 
by shares, which did not issue 
a prospectus with reference to 
its formation, filed with the 
Registrar a statement in lieu of 
prospectus. In the said state- 
ment ‘the estimated amount of 
preliminary expenses’ was 
shown as Rs. 5,000. 
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Health Scheme are to be charged 
for at half the cost. It has been 
said that old age pensioners were 
about the only people to benefit 
from the budget. Men of 70 years 
and women of 65 get their pension 
of 26sh. a week increased to 830sh. 
with additional inducements to 
encourage them to remain at 
work. The Chancellor said that 
he had reluctantly decided to 
suspend income-tax allowances 
provided to certain industrial con- 
cerns for bringing their plant 
up-to-date. He proposed to in- 
crease the rate of tax on undistri- 
buted profits from 80 to 50 per 
cent. Tax on undistributed profits 
would be left unchanged at ten 
per cent. The tax free allowances 
for married people would be in- 
creased by £10 to £19 and the 
tax free allowance for each child 
would go up from £60 to £70. 


The Promoter of the company, 
who spent about Rs. 4,500 towards 
preliminary expenses and who 
had every right to recover such 
expenses from the company, due 
to pressure of work had not ap- 
proached the Directors to pay him 
the amount of preliminary ex- 
penses. 


The Statutory Report was 
drawn and signed by the Direc- 
tors and also by the auditor of the 
company. As the preliminary ex- . 
penses were paid by the company 
to its promoter, the directors in 
para 3 of the Statutory Report 
showed ‘preliminary expenses as 
estimated in the statement in lieu 
of prospectus’ as Rs. 5,000 and 
‘preliminary expenses incurred to 
the date’ were shown as ‘nil’. - 


Similarly in para 2 of the 
Statement on the payment side, 
‘preliminary expenses’ were 
shown as ‘nil’, 


te 
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“Ie the Registrar correct in his 
findings that the Statutory Re- 
port is incomplete as no prelimi- 
nary expenses have been shown 
as paid?” 


“What are the powers of the 
Registrar against Directors and 
or auditors, when though the 
Statutory Report has been filed, 
but the same is incomplete in the 
opinion ef the Registrar?” 


“Can the Directors pay to the 
promoters, the amount of preli- 
minary expenses, Rs. 4,500 when 
claimed. after the date of Statu- 
tory Meeting ?”—the shareholders 
in Statutory Meeting were in- 
formed that preliminary ex- 
penses were still to be paid to the 
Promoters. 


* * * 


Mr. S. P. Mehta, M.Com., Agra 
has raised the following query :— 


“A private company was con- 
verted into a public company 
by a special resolution of the 
Shareholders of the company, 
and in token thereof the Regis- 
trar, Joint Stock Companies 
issued a certificate of filing 
reading thus:— 


“The undermentioned docu- 
ment has this day been filed 
pursuant to the provisions of 
the Indian Companies Act VII 
of 1918: Special resolution 
dated 23-2-51”. 


May I request you or any 
reader to discuss in the 
columns of this Bulletin, whe- 


Mr. B. D. Bansal, Amritsar 
writes :— 

“I agree with the views ad- 
vocated by Sri R. Srinivasan 
in support of proxy. It is a 
boon and not a curse. By virtue 


of proxy one can attend all the 


ther this formality on the part 
of the Registrar is enough or 
that it is necessary that the old 
certificate of incorporation be 
replaced by a new one and 
particulars of the change incor- 
porated in the latter? 


The old certificate of incorpo- 
ration describing the status of 
the company as a private com- 
pany still remaining in the 
possession of the Company 
even after its being converted 
into a public company is a 
matter which gives vent to a 
false representation of its iden- 
tity at wrong hands. 


In my opinion, it is necessary 
that in case of a change from 
private to a public company the 
old Certificate of incorporation 
should be received back and a 
fresh one incorporating the 
change, be issued instead. 


* + * 


Mr. B. D. Bansal, Chartered 
Accountant, Amritsar writes :— 


“With reference to the query 
raised by Shri P. C. Madan, 
Chartered Accountant in the 
April issue of the Bulletin, I 
feel that there cannot be any 
bar on the publication of arti- 
cles or books for the enlight- 
ment of the public or the pro- 
fessions. Such publications 
cannot be considered an adver- 
tisement to solicit client or 
professional work by the prac- 


tising accountant. On the 
other hand they should be 
CORRESPONDENCE 


meetings in which one is inter- 
ested. But in the case of 
voting without proxy one can 
attend only one meeting at one 
time. Thus the minorities or 
the absentees will suffer. In no 
ease petty shareholders will 
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encouraged in the interest of 
the profession”. 


* H * 


Shri U. S. Lekhi, Chartered Ac- 
countant, Jaipur writes :— 


“With reference to the query 
raised by Shri S. N. Dhawan 
in the April issue of the Bulle- 
tin, articles do not establish a 
contract between the company 
and an outsider. Therefore an 
auditor appointed under the 
articles, if he is not called upon 
to take up the audit, cannot 
enforce his rights against the 
company. But as the articles 
constitute a contract between 
members and the company any 
member has the right to go to 
court and enforce the appoint- 
ment of the particular Charter- 
ed Accountant as the first 
auditor of the company. To 
avoid complications, it is safe, 
if the appointment is regularis- 
ed by a resolution of the Direc- 
tors”. 


xk + ™ 


Mr. B. D. Bansal writes that 
“with reference to the query 
raised by Shri S. N. Dhawan 
in the April issue of the Bulle- 
tin, in his opinion the appoint- 
ment of auditor mentioned in 
the Articles of Association is no 
appointment at all and that an 
auditor is not appointed till the 
company makes the appoint- 
ment or confirms the appoint- 
ment made by the articles”. 


take the trouble to travel from 
their abodes to the place of 
meeting. It is a right given to 
the shareholder. He may abuse 
it if he so chooses, but the 
shareholder cannot be denied 
his right of vote by proxy”. 
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Mr. T. R. Vaithisvaran, Madras 
writes :— 


“A Bill to regulate the profes- 
sion of Notaries (Bill No. 42 of 
1951) has been introduced in the 
Parliament on 19th April 1951. 
The Bill recognises legal practi- 
tioners as duly qualified to dis- 
charge the functions of a notary 
by virtue of their qualifications. 
The functions of a notary public 
are well within the scope of a 
Chartered Accountant as well aa 
he is equally qualified to discharge 
such functions and will be by 
virtue of his qualification a fit and 
proper person to be recognised by 
the Central Government for ap- 
pointment as a Notary”. 


bs a $ 
Mr. A. Mohamed Ubaidulla, 
Vice-President, the Muslim 


Chamber of Commerce, Madras, 
writes :— 


“The Council of the Institute of 
Chartered Accountants of India 
is an autonomous body brought 
into existence by the Chartered 
‘ Accountants Act for the purpose 
of governing the Accountancy 
profession in India. The Council 
holds examinations, regulates 
training in accountancy and 
awards certificates to those who 
fully qualify themselves as Char- 
tered Accountants. The Council 
that acts as a University for 
Accountants. So far as the Uni- 
versities are concerned, there are 
several in India, say one at each 
linguistic area. On the other 
hand the status of the Council is 
greater than that of a University 
in as much as the former is a 
_ single body for the whole of India 
to govern the Accountancy profes- 
sion. 


It is seen that persons holding 
the position as Vice-Chancellors 
are nominated by the Governors 
to the Provincial Legislatures. 
.Such nominees are of immense 


help in law making, especially in 
matters relating to education. So 
far as the Indian Parliament is 
concerned, at every sitting mat- 
ters relating to commerce, indus- 
try and taxation come up for dis- 
cussion. The accountancy profes- 
sion is associated with all such 
matters. The presence of a re- 
presentative of the Council of the 
Institute of Chartered Account- 
ants in the Indian Parliament 
will be of immense help, not only 
to the State but also to the pro- 
fession of Accountancy and trade, 
commerce and industry in 
general. I therefore suggest that 
the Council may agitate for a re- 
servation of a seat in the Indian 
Parliament for a representative 
of the Council of the Institute of 
Chartered Accountants. In case 
the Constitution of India is not 
permitting such reservation at 
present and if it is found not 
possible to get the Constitution 
amended for the purpose, the 
President of the Indian Union, I 
am sure, will at least nominate the 
person holding the position of the 
President of the Council of the 
Institute of Chartered Account- 
ants. 


When a seat in the Indian 
Parliament is secured in the afore- 
said manner, it will greatly facili- 
tate raising the status of the pro- 
fession in India. 


In this connection a Conference 
of Accountants recently held at 
Madras has passed a resolution on 
the subject matter. It is hoped 
the Council will earnestly move in 
the matter and the Accountancy 
Organisations all over the country 
will lend their support. 

x tk 5 


Mr. M. R. Balasubramania Iyer, 
Mayuram writes, that efforts 
should be made by the members 
and especially by the members of 
the Central Council at a very 
early date to see that: 
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1. Chartered Accountants are 
conferred same status in 
the field of Accountancy, 


which the Advocates have 
been conferred in the field of 
Law and Doctors in the field 
of Medicine, as none else ex- 
cept the duly qualified Char- 
tered Accountants should be 
allowed to practise. 


2. Since the word “Auditor” is 
synonymous with “Chartered 
Accountant”, the use of word 
“Private Auditors” should be 
stopped. 

3. Wherever provision is made 
or is to be made in the Acts 
of Parliament or State As- 
semblies for audits, it should 
be specifically provided that 
such audits should be ‘done 
only by Chartered Account- 
ants. 


4. The minimum scale of fees: 
should be prescribed and pro- 
vision for the audit by 
departmental people should 
be amended to have audits 
conducted only by Chartered 
Accountants. 


Mr. B. M. Mehta writes that or 
a lengthy discussion with some 
students of First and Final Exa 
minations, he feels that thi 
suggestion of declaration of mark» 
by sending all details of individua 
subjects to candidates concernec 
should be seriously considered, a» 
the students believe that it wil 
enable them to know how far they 
lack in keeping with the requiree 
standard. They also feel that j 
they know the details of marks 
then can find any big gulf betwee: 
the marks reasonably expecte 
and marks actually obtained b 
them, which may facilitate ther 
to make a move to investigatio 
in the matter by application to th 
Council. 


~ 
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The Joint Hon. Secretary of the 
Chartered Accountants Associa- 
tion, Ahmedabad writes that the 
First Annual General Meeting and 
the Dinner of the Chartered Ac- 
countants’ Association, Ahmeda- 
bad was held on 10th April 1951 
at Ritz Hotel at 6-80 P.M. 


The President Shri C. S. Patel 
in his address to the members 
advised the members to maintain 
the high ethics and to raise the 
status of the profession. The 
following were elected to the 
Executive Coramittee for the year 
1961. 


Shri C. S. Patel, Chairman 


Shri C. R. Lakhia, Vice- 
President 


Shri Shantilal K. Shah and 
Shri B. M. Mehta, Joint 
Hon. Secretaries 


Shri J. M. Shah, Shri C. C. 
Shah and J. C. Mankad as 
Members. 


* + ha 


Dr. Rustom C. Cooper writes as 
follows :— i 


“May 1 draw your attention to 
the letter of Shri Tarun Banerjee 
published on page 18 of April 
1951 issue in the correspondence 
column. The case decision re- 
ferred to in my article in item 
No. 6 is that of Scientific Poultry 
Breeders’ Association (1982) 2 
Ch. 212 (Vide Pandias’ Handbook 
on Company Law: 1987 P. 85). 


However, my further inquiries 
in the matter reveal that this 
decision was reversed by the court 
of Appeal in 101 L.T.Ch. 423 as 
pointed out by Shri Banerjie to 
whom I am thankful for pointing 
out this fact. Please publish this 
explanation for the information 
of members. 


»* * k 


Mr. R. R. Warrier, G.D.A,, 
A.C.A. Bombay writes :— 


“The Public Accounts Commit- 
tee, in its latest report observed 
“We are constrained to observe 
that in the absence of any metho- 
dical and proper accounting 
system having been followed by 
the Central Tractor Organisation, 
it is not possible to assess whether 
this State enterprise in which five 
crores of rupees have been invest- 
ed is being run at a loss or profit.” 
To me, it seems, that no tax-payer 
can afford to dismiss these re- 
marks as of no consequence. It 
reveals if not anything else, the 
utter uselessness and inadequacy 
of the methods of accounting and 
audits in vogue since the very 
inception of the organisation. 
The Committee remarks in another 
place “the chaotic state of affairs 
——in so far as the maintenance of 
accounts was concerned.” J] am 
inclined to ask, in the face of 
these remarks, whether there was 
anythinglike “accounting” at all 
worth mentioning as such. The 
public as the virtual shareholders 
of the organisation have a right 
to demand appropriate action 
being taken against all those 
directors, officers and auditors, 
who were negligent in their 
duties. Some radical remedy to 
these sorry state of affairs in the 
management of public funds is 
very urgently called for. It is in the 
fitness of things that the govern- 
ments, both Central and Provin- 
cial maintain their acccunts on a 
commercial basis. There is no 
dearth in the country for com- 
mercially trained men to fill up 
from the smallest to the highest 
position of anv accounting organi- 
sation if a change is decided upon 
to-morrow itself. 


The Institute of Chartered. Ac- 
countants of India, it is hoped, 
will be only too glad to assist the 
government—and the Finance 
Minister in reorganising the ac- 
counting derartments through thé 
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hundreds of its able and experi- 
enced members. 


I shall be glad to hear the views 
of other members through the 
column of your esteemed journal. 


* bad +4 


Mr. R. K. Srinivasan, Calcutta 
writes that in view of the standard 
of the first examination being 
superior to that of Commerce 
Degree Examination of an Indian 
University, particularly when the 
students passing the examination 
obtaining 80% of the marks, it 
should be seriously considered, 
whether the exemption granted to 
B. Com. graduates from the first 
examination should not be with- 
drawn or the exemrtion should be 
given only to those Commerce 
Degree holders, who have secured 
a minimum of 60% of the total 
marks in'the Degree examination 
and the service as an articled clerk 
should be increased to four years. 
If this amendment is not made, he 
fears in the course of time people 
would find it more easy to go to 
the B.Com. than sit for the first 
examination at all and the first 
examination will be only an exa- 
mination in name and may have 
to be abolished due to the opera- 
tion of Neo Grasham’s Law, which 
states: “If examinations of same 
value, but of varying standard 
and status are conducted together 
at the same nominal value, the 
examinations of lower and inferior 
standerd will tend to oust and 
exterminate the better from the 
scene, but the better will never 
drive out the worse.” 


3 * * 


Shri Biswajit Sen, B.Com., 
A.C.A. writes that when he sent 
in the particulars required for 
completion of the Register of 
Members along with his appli- 
cation for enrolment, in the first 
instance in the form which was 
copied from the November 1950 
issue of the Bulletin, the applica- 
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tion was rejected by the office ask- 
ing him to forward the pariculars 
in a form published along with 
the Act and regulations. He sug- 
gests that the attention of the 
editor should be drawn to this 
state of affairs and arrange for 
the correct form to be published 
in the Bulletin. 


(The Notification published in 
the November issue of the Bulletin 
was only a reminder to members, 
who had not furnished the parti- 
culars in the prescribed form and 
the form was repeated as a guid- 
ance to people, who were already 


Messrs. Ladhawala & Shah, 
Chartered Accountants, 8rd Floor, 
Navsari Building, Hornby Road, 
Fort, Bombay, advise that they 
have opened a branch of their 
firm at 2nd Floor, 3090, Gandhi 
Road, Ahmedabad on and from 
15th March 1951. Mr. Ladhawala 
will be in charge of the Bombay 
office, while Mr. Shah will be in 
= charge of the Ahmedabad office. 


™ z * 


Sri Sudhindra Chandra Baner- 
jie, B.A. A.C.A. (Membership 
No. 1710) has shifted his office 
to 21A, Canning Street, Calcutta-1 
and started practice in the firm 
name of S.C. Banerjie & Co. 
Chartered Accountants from Ist 
February 1951. 


* * * 


Sri A. Ganesan, B.A., F.C.A. 
. advises that on and from 20th 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not necessa- 
rily as authoritative as the reso- 
lutions of the Council would be. 








members so that they could give 
information to enable the office to 
complete the register. It was not 
the intention of the office to indi- 
cate that this should be the form, 
which should accompany the 
application for the certificate of 
practice. ) 


The Honorary Secretary of the 
Society of Chartered Accountants, 
Hyderabad writes that at the 
annual General Body Meeting 
held on 4th March, the following 
office bearers were elected. 


President : 
Mr. V. K. Dhage. 


PERSONAL NOTES 
February 1951 he has ceased to 
be a partner of Messrs. G. Bala- 
subramanian & Co., Chartered 
Accountants, Trichinopoly and has 
set up practice in his own name 
at No. 2, Lakshmipuram, Tennur, 


Trichinopoly. 
x i * 
Sri L. Rangamani, A.C.A., 


Chartered Accountant advises that 
he had joined Messrs. K. Venkata- 
chalam Iyer & Co., Chartered 
Accountants as a partner and is 


in charge of their Bangalore 
Branch from 10-4-1951. 
* ik + 


Mr. G. T. Lalit, A.C.A., Char- 
tered Accountant advises that his 
address is 252/16, Lunaye Wadi, 
Sadashiv Peth, Poona-2. 


* * * 


Mr. G. S. Patel, Membership 
No. 1870 notifies that his new 
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post a copy of this Bulletin free of 
charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
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Council, 100, Gurdwara Road Hut- 
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Mr. Ram Nath Malik, B.A. 
(Com.) A.C.A. Membership No. 
1964 has joined in partnership 
with Messrs. T. C. Malik & Co., 
Chartered Accountants, Chandni 
Chowk (Fatehpuri) Delhi as from 
lst April 1951. 


* * * 


Messrs. Suri & Co., Chartered 
Accountants have shifted their 
office from 21, Vaniar Street, 
Madras to the Second Floor of 
No. 19, Stringer Street, Loane 
Square, Madras. Their Post Box 
No. Telephone No. and Telegra- 
phic Address continue to be same. 


ments, New Delhi, and all com- 
munications relating to matters to 
be published in ‘the Bulletin, such 
as correspondence, special articles, , 
and personal notes should be ad- 
dressed to the Editor, Post Box 
No. 1854, Madras-1. 


Printed by E. Sendall at The Associated Printers (Madras) Ltd., 165, Mount Road, Madras. Edited & Published 





For Members only 


COUNCIL 1950-51 
President 
G. P. KAPADIA 
Vice-President 
M. S. KRISHNASWAMI 
Members 
. G. AMREGAOKAR 
N. BANERJEA 
BASU 
M. BATHGATE 
D. BIRDY 
K. DEB 
GHOSE 
. N. GUTGUTIA 
. R. MEHRA ~ 
. R. MODY 
D. NARGOLWALA 
. M. RAIJI 
N. RAJAM AIYAR 
. S. SASTRI 
. M. SHAH 
SURYANARAYANA IYER 
DR. TARACHAND 
S. B. L. VAISH 
Secretary 
S. VENKATARAMAN 
Bankers 
IMPERIAL BANK OF INDIA, 
NEW DELHI. 
Institute Office 


UAQADAZAAtCRNBDAANR 


100, GURDWARA ROAD HUTMENTS, 


NEw DELHI. 
44146 Office. 
TELEPHONE: 
TELEGRAMS: 
Bulletin Office 
C/o Post Box No. 1854, 
MADRAS-1. 
TELEPHONE: 38469 
TELEGRAMS: Care 
“BALANSHERT”, MADRAS. 


44019 Secy.’s Res. 
CICA, New DELHI. 


June, 195] 
CONTENTS 
Page. Page 
Icditor’s Notes . ] Parliamentary Proceedings : 


Notifications and Circulars by 
the Government of India 


and the Central Board of 
Revenue i ee. A 
Membership 
Special Articles = « 
Legal Notes | .. 16 


(a) Questions and Answers 19 


. (b). Bills and Acts. .. 20 
News and Notes < 20 
Members’ Queries - H eie (B2 
Correspondence - «3 28 
Personal Notes - | .. 24 
Business Notice ` .. 24 


EDITOR’S NOTES 


A Bill has been introduced by 
the Finance Minister in Parliament 
to amend the Indian Incometax 
Act. The object of the Bill is to 
give effect to such recommenda- 


tions of the Incometax Investiga- 
tion Commission as have- been. 


accepted by Government. The 
Finance Minister has stated in 
the statement of objects and 
reasons that in addition, the Bill 
includes :— 


(a) certain amendments which 
were originally included in the 
Taxation Laws Amendment Bill 
which was introduced in the Bud- 
get Session of 1949 but was with- 
drawn with a view to its provisiuns 
being included in a comprehensive 
Bill which was then under contem- 
plation; 


(b) provisions for exempting 
foreign profits of non-residents 


when remitted to India within the 
first two years of their becoming 
resident in India,-so as to enable 
such persons tó bring ‘in their. 
savings to India without any tax 
liability ; 


(c) provisions for the granting 
of full relief up to the limit of 
the Indian tax in respect of 
foreign income-tax paid by resi- 
dents of India on income which 
does not arise and cannot be 
deemed to arise in India—-a pro- 
vision which would encourage 
Indian Nationals to open branches 
in foreign countries without being 
subjected to double taxation. 


(d) such other amendments as 
the experience of the working of 
the Act has indicated to be 
necessary or desirable. Some of 
these amendments give relief to 
assessees, while others are intend-- 
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ed to facilitate collection of tax 
and to close up loop-holes of eva- 
sion. 


= * x 


The results of the first and final 
examinations under the Chartered 
Accountants Regulations held in 
May last zre expected to be an- 
nounced in July this year. It is 
hoped that it will be possible to 
publish the names of the success- 
ful candidates in the July issue of 
the Bulletin. 


The Year Book giving the 
names and numbers as on 31st 
March 1951 alphabeticalwar and 
regionwar is under preparation. 
It is expected that it should be 
possible to despatch it to the mem- 
bers along with the revised copy 
of the Chartered Accountants Act 
and Regulations corrected upto 
dist March 1951 by the end of this 
month or beginning of July. 


The number of candidates who 
sat for the May 1951 examination 
as against the number of cahdi- 
dates admitted is as follows :— 


First Examination: 
Number of candidates ad- 


mitted 312 
Number of : candidates who 
appeared 285 


Final Examination: 
Number of candidates admit- 





ted 592 
Number of:. candidates who 

e ppeared: 

in both groups 249 

in group- I only 128 

in group II only 153 580 

* * * 


Printed copies of Form ‘L’ for 
articles deed under the Chartered 
Accountants Regulations, 1949, 
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aré now available from the office 
of the Institute. Members who 
are entitled to engage articled 
clerks are advised to use th print- 
ed form so as to avoid typing out 
each individual case thereby 
giving room for omissions. The 
printed deed can be used with 
adhesive stamps pasted thereoa. 


Copies of the deed can be had 
from the following also:—- 


(1) Shri C. S. Sastri, F.C.A., 
Messrs. Sastri & Shah, 
15, Armenian Street, 
Madras. 


Shri N. M. Shah, E.C.A. 
Messrs. Shah & Co., 
Chhotalal Bhuvan, 

416, Kalbadevi Read, 
Bombay-2. 


Shri S. Ghose, I’.C.A., 
Messrs. S. Ghose & Co., 
10, Mercantile Buildiuz, 
Lall Bazar Strest, Calcutta. 


(2) 


(3) 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


S.R.O. 663,—of the Ministry 
of Finance (Deparment of Eco- 
nomic Affairs), New Delhi, the 
Ist May, 1951. 


In exercise of the powers 
conferred by section 53 of the 
Banking Companies Act, 1949 
(X of 1949), and on the recom- 
mendation of the Reserve Bank of 
India, the Central Government 
hereby declares that the provi- 
sions of section 24 of the said Act 
shall ‘not apply to the Narang 
Bank of India Limited, Delhi, for 
a period of one year from the 16th 
March, 1951, i.e., upto the 15th 
March, 1952. 


S.R.O. 665,—Insurance, New 
Delhi; the 9th May 1951. 
In exercise of the powers 


conferred by the Explanation 


to section 64°O of the Insur- 
ance Act, 1988 (IV of 1988), 
the Central Government hereby 
specifies that for the purposes of 
section 640, 64 P and 64 Q of the 
said Act the following insurers 
carrying on general insurance 
business in the States shall not be 
deemed to be included amongst 
insurers carrying on general busi- 
ness namely :— 


1. All India Motor Transrort 
Mutual Insurance Com- 
pany Limited, Poona 2. 


2. Canara Motor and General 
Insurance Company, Kodi- 
albail, South Kanara. 


3. Indian Mutual - General 
Insurance Society, Madras. 
Investment, Trustee and 


Insurance Corporation 
Limited, Belgaum. 


5. Motor Owners’ Mutual 
Insurance Company, Limi- 
ted, Belgaum. 


6. Millowners’ Mutual Insu- 
rance Association, Limi- 
ted, Bombay. 


T. Motor and General Insu- 
rance Company Limited, 
Calcutta. 


8. Northern India Transpor- 
ters Insurance Company 
Limited, Jullundur City. 


9. Orissa Co-operative Insu- 
rance Society, Cuttack. 


10. Premier Life and General 
Insurance Company Limi- 
ted, Madras. 

11. Vanguard Fire and General 


Insurance Company Limi- 
ted, Madras. 
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12. Vanguard Insurance Com- 
pany Limited, Madras. 

13. National Employers’ Mutual 
General Insurance Associa- 
tion Limited, Bombay. 

S.R.O. 666: In exercise of the 


powers conferred by the Explana- 
tion to section 640 of the Insur- 
ance Act, 1938 (IV of 1988), the 
Central Government hereby speci- 
fies that for the purposes of 
sections 64 O, 64 P and 64 Q of 
the said Act, insurers carrying on 
in the States any one of the under- 
mentioned sub-classes of miscella- 
neous insurance business or 
sub-class of marine insurance 
business, either exclusively or in 
conjunction with life insurance 
business only, shall not be deemed 
to be included amongst insurers 
carrying on general insurance 
business, namely :— 


(1) Sub-classes of miscellane- 
ous insurance business referred to 
above: 


(a) Capital Redemption; 

(b) Fidelity Guarantee; 

(c) Aviation insurance; 

(d) Insurance to provide for 
the cost of medical, surgical, 


Hospital and nursing home treat- 
ments. 


(2) Sub-class of marine 
‘surance business 
above: 


ih- 
referred to 


Marine insurance relating ex- 
clusively to country craft or its 
cargo or both. 


S.R.O. 667: In exercise of the 
powers conferred by Section 64-T 
of the Insurance Act, 1938 (IV of 
1938), the Central Government 
hereby exempts every insurer 
specified in sub-clause (c) of clause 
(9) of section 2 of the said Act 
from the operation of all the 
provisions of Part ITA of the said 
Act. 


New Delhi, the 12th May, 1951. 


S.R.O. 668: In exercise of the 
powers conferred by the first pro- 
viso to section 2C of the Insurance 
Act, 1988 (IV of 1988), the 
Central Government is pleased to 
exempt the English and American 
Insurance Company Limited, an 
insurer constituted'in the United 
Kingdom as a private company, 
from the operation of the said 
section for a period of one year 
only from the ist June 1951, for 
the purpose of carrying on Fire 
and Marine insurance business 
within the States. 


B. K. KAUL, 
Deputy Secretary. 


* * * 


INCOME-TAX 


Central Board of Revenue New 
Delhi, the 30th April, 1951. 


S.R.O. 624: In exercise of the 
powers conferred by sub-section 
(1) of section 69 of the Indian 
Income-tax Act, 1922 (XI of 
1922). the Central: Board of 
Revenue direct that the following 
further amendments shall be made 
in the Indian Income-tax Rules, 
1922, the same having been pre- 
viously published as required by 
sub-section (4) of the said Section, 
namely :— 


In the Assessment Form ap- 
pended to rule 20 of the said 
Rules.— 


In Part II:— 


(a) for items (e) and (f), the 
following items shall be sub- 
stituted namely :— 


“(e) Interest on tax-free 
securities. 
Se, 
(£) Income accruing or 


arising in the State of 


Jammu and Kashmir ~ 


which is exempt unless 
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brought into the terri- 
tory of India other than 
the said State.” 


(b) after item (j), the following 
item shall be added, 
namely :— 


“(k) Other items, if any” 

“2. In Part Il:— 

(a) under the heading “Add’— 
in the entry “Additional 
income-tax payable by an 
Indian company....” the 
words “an Indian” shall be 
substituted by the article 
‘6g? 

Under the heading 
duct” — 


(i) in the entry “Rebate 
of income-tax payable 
by an Indian com- 
pany...” the words 
“an Indian” shall be 
substituted by the 
article “a”, 


(b) “De- 


(ii) the words “Tax paid 
in Mysore State, Civil 
and Military Station, 
Bangalore or in an 
administered area” 


shall be omitted. 


at the end, the words 
and letters “Rebate 
on income arising 
in— 


(iii) 


(a) merged territories 


(b) Part B States” 
shall be inserted. 


S. P. LAHIRI, 
Secretary. 


* os * 
INCOME-TAX 


Ministry of Finance (Revenue 
Division), New Delhi, the 1st 
May, 1951. 


S.R.O. 669: In exercise of the 
‘powers conferred by section 60 A 
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of the Indian Income-tax Act, (XI 
of 1922), the Central Government 
hereby makes the following ex- 
emption :— 


No income-tax or super-tax shall 
be payable by an assessee on the 
interest receivable on the 3 per 
cent tax-free loan 1966-76 issued 
by the former Government of 
Bhopal so long as such interest is 
received in the State of Bhopal and 
is not brought into any other part 
of the taxable territories. Such 
interest shall be included in the 
total income of the assessee for the 
purposes of sections 16 and 56 of 
the Indian Income-tax Act, 1922. 


‘PYARE LAL, 
Joint Secretary. 


ko o. * * 


Central Board of Revenue, New 
Delhi, the 5th May, 1951. 


INCOME-TAX 


S.R.O. 671: In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall be 
made in the schedule appended to 
its notification No. 32-Income-tax, 
dated the 9th November, 1946, 


namely :— 
In the said schedule— 


(1) Under the  sub-head 
Bombay City”: 


(a) After entry ‘(4) Special 
Survey Circle II’ under 
‘D’ Range, the entry ‘(5) 
Special Survey Circle V’ 
shall be added; 


After entry ‘(3) Special 
Survey Circle P’ under ‘G’ 
Range, the entry ‘(4) 
Special Survey Circle IV’ 
shall be added; and 


After entry ‘(4) Special 
Survey Circle III’ under 


“TI- 


o 


(c) 


‘H’ Range, the entry 
‘(5) Special Survey Cir- 
ele VI’ shail be added. 


(2) Under the sub-head ‘VII—~ 
Madhya Pradesh and Bhopal’: 


(a) After entry ‘(4) Wardha’ 


under Nagpur Range, 
the entry ‘(5) Special 
Survey Circle, Nagpur 


(in respect of persons 
who have their principal 
place of business in or 
reside in the jurisdiction 
of the Income-tax Circles 
specified in entries 1 to 4 
above)’ shall be added; 


After entry ‘(7) Bhopal’ 
under Jabalpur Range, 
the entry .‘(8) Special 
Survey Circle, Nagpur 
(in respect of persons 
who have their principal 
place of business in or 
reside in the jurisdiction 
of the Income-tax Circles 
specified in entries 1 to 7 
above)’ shall be added; 
and 


After entry 
Khandwa’ under 
Range, the entry ‘(6) 
Special Survey Circle, 
Nagpur (in respect of 
persons who have their 
principal place of busi- 
ness in or reside in the 
jurisdiction of the 
Income-tax Circles speci- 
fied in entries 1 to 5 
above)’ shall be added. 


(b) 


(c) (5) 


Akola 


(3) Under the sub-head 
Bihar and Orissa’: 

(a) After entry ‘(5) Dhan- 

bad Circle’ under Patna 

Range, the entry ‘(6) 

Speçial Survey Cirele, 

Patna (in respect of 

persons who have their 

principal place of busi- 

ness in or reside in the 


TX— 
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jurisdiction of the In- 
come-tax Circles specified 
in entries 1 to 5 above)’ 
Shall be added; 


After entry ‘(8) Santhal 
Parganas’ under Muzaf- 
farpur Range), the entry 
‘(9) Special Survey 
Circle, Patna (in respect 
of persons who have 
their principal place of 
business in or reside in 
the jurisdiction of the 
Income-tax Circles speci- 
fied in entries 1 to 8 
above)’ shall be added; 


After entry ‘(5) Hazari- 
bagh’ under Ranchi | 
Range, the entry ‘(6) 
Special Survey Circle, 
Ranchi (in respect of 
persons who have their 
principal place of busi- 
ness in or reside in the 
jurisdiction of the In- 
come-tax Circles specified 
in entries 1 to 5 above)’ 
shall be added; and 


After entry ‘(6) Srecial 
Circle, Cuttack’ under 
Cuttack Range, the entry 
‘(7) Special Survey Cir- 
cle, Ranchi (in respect 
of persons who have 
their principal place of 
business in or reside ir 
the jurisdiction of the 
Income-tax Circles in 
entries 1 to 6 above)’ 
shall be added. 


S. P. LAHIRI, 
Secretary. 


(b) 


(e) 


(d) 


* * * 
INCOME-TAX 


S R.O. 672, New Delhi, the 
Tth May, 1951. In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that with effect 
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from the 17th May, 1951 the 
following further amendments 
shall be made in its notification 
No. 82—Income-tax, dated the 
9th November, 1946, namely :— - 


In the Schedule appended to tle 
said notification under the sub- 
head “VII-A Punjab Himachal 
Pradesh, Bilaspur, Patiala and 
East Punjab States Union” for the 
Ranges and Income-tax circles 
mentioned against them the fol- 
lowing Ranges and Income-tax 
Circles shall be substituted, name- 
ly :— 


AMRITSAR 
Amritsar. 
Hoshiarpur. 
Gurdaspur. 
Jullundur. 
Ludhiana. 
Kapurthala. 


AMBALA 


Ambala. 

Simla. 

Salary Circle, Simla. 
Karnal. 

Patiala. 

Sangrur. 


ROHTAK 


Rohtak. 
Hissar. 
Ferozepur. 
Bhatinda. 
Mahendragarh. 


K. B. DEB, 
Under Secretary. 


To oO wk & NN eH 
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Notification No. 38 of the Minis- 
try of Finance (Revenue Division) 
New Delhi, the 7th May 1951. 


“INCOME-TAX: It is notified 
for general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Incometax Act, 1922 
(XI of 1922) ;— 


UTTAR PRADESH 


418, Cawnpore Anti-Tuberculo- 
sis Association, Kanpur. 


S. P. LAHIRI, 
Deputy Secrecary. 


x * * 


Central Board of Revenue, New 
Delhi, the 10th May, 1951. 


Income-tax 


S.R.O. 713: In pursuance of the 
proviso to sub-section (1) of 
section 17 of the Indian Income- 
tax Act, 1922 (XI of 1922), the 
Central Board of Revenue hereby 
specifies the 3lst day of October 
1951, as the date before which the 
person referred to in that sub- 
section may, if the first occasion 
on which he is assessable falls 
during the year ending on the 31st 
day of March 1952 give the neces- 
sary notice in writing to the 
Income-tax Officer for the purposes 
of the said provision. 


S. P. LAHIRI, 
Deputy Secretary. 


* nt 1x 


Notification No. 41 of the 
Ministry of Finance (Revenue 
Division), New Delhi, 


the 12th 
May 1951. 


“INCOME-TAX: It is notified 
for general information that the 
Central Government are pleased 
to approve the institutions men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Incometax Act, 1922 
(XI of 1922) :— 


BOMBAY 
415 Group of. Hospitals for 
Tuberculosis, Sewree. 


416 Municipal Group of Hos- 
pitals, Sion. 


S. P. LAHIRI, 
Deputy Secretary. 
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Central Board of Revenue, New 
Delhi, 15th May, 1951. 


INCOME-TAX 


S.R.O. 768: In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act 1922. (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall be 
made in the Schedule appended to 
its Notification No. 32 Income-tax, 
dated 9th November, 1946, 
namely :— 


In the said Schedule under the 
sub-head ‘[X-Bihar and Orissa’ 
for the existing Ranges and 
Income-tax Circles the following 
Ranges and IJIncome-tax Circles 
shall be substituted, namely :— 


Patna. 

1. Patna. 
Gaya. 
Shahabad Circle. 
Special Circle, Patna. 
Dhanbad Circle. 
Colliery Circle, Dhanbad. 
Special Survey Circle, Patna 
(in respect of persons who 
have their. principal place 
of business in or reside in 
the Jurisdiction of Income- 
tax Circle specified in 
entries (1) to (6) above). 


IAA YP 


Muzafferpur. 


Muzafferpur. 

Champaran. 

Saran. 

Darbhanga. 

Purnea. 

Monghyr. 

Bhagalpur. 

Santhal Parganas. 

Special Survey Circle, Patna 
(in respect of persons who 
have their principal place 
of business in or reside in 
the jurisdiction of Income- 
tax Circles specified in 
entries (1) to (8) above). 


2 SS Se es 
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Ranchi. i 
1. Salary Circle, Ranchi. 
2. Ranchi—Palamau Circle. 
3. Manbhum Sadar. 
4. Singhbhum Circle. 
5. Hazaribagh Circle. 
6. Special Circle, Ranchi. 
7. Special survey Circle, 
Ranchi (in respect of 
persons who have their 


principal place of business 
in or regide in the jurisdic- 
tion of Income-tax Circles 
specified in entries (1) to 
(6) above). 


Cuttack. 


Cuttack Circle. 
Baripada Circle. 
Berhampur Circle. 
Rayagada Circle. 
Jharsuguda Circle. 
Special Circle, Cuttack. 


ot Nr 











7. Special - Survey Circle, 
Ranchi (in respect of 
persons who have their 
principal place of business 
‘in or reside in the jurisdic- 
tion of the Income-tax 
Circles specified in entries 
(1) to (6) above. 


K. B. DEB, 
Under Secretary. 


—_ 


me * x 


COMPANY LAW 


Ministry of' Finance (Depart- 


ment of Economic Affairs), New 
Delhi, the 28rd May, 1951. 


S.R.O. 761: In exercise of the 
powers conferred by clause (1) of 
Article 258 of the Constitution, 
the President hereby entrusts to 
all Governments of Part B States, 
with their consent, the functions 


MEMBERSHIP 


~ 


rEty 


LIST OF ASSOCIATES AND FELLOW 

Member- Name 

ship No 2 

1998 Desraj Rochiram Bhagat 

1994 Indra Nath Das 

1995 Kaiki Rustom Alpaiwalla 
1996 Saurendra Nath Banerjee 
1997 Calisa Bangalore Venkata Rao 
1998 * Ramanlal Ranchhodji Desai 
1999 Asim Kumar Sen Gupta 

2000 * Satyendra Nath Sinha fis 
2001 * Raja Ram Agrwala 

2002 Bibhas Kumar Mitra 

2003 Ramaswamy Narasimhan 
2004 * M. Venkitachalam Poti 

2005 Behram Pirojsha Daboo 
2006 Bahadur Lal Saksena 

2007 * Manekshaw Pestonji Kutky 

FELLOWS. 

184 Panchapakesa Arunajatai 

602 Bimala Prosad Ray 

784 Ramaswami Viraswami 
1934 Kanu Gopal Bandyopadhyay 
874 Chittur Anantakrishnaiyer Natarajan 


‘Sub-section 
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of the Central Government under 
all the provisions of the Indian 
Companies Act, 1913 (VII of 
1918) other than those specified in 
the Schedule hereto annexed: 


THE SCHEDULE 


Sub-section (3) of Section 11. 


Sub-section (4) of Section 11 in 
so far as an insurance company - 
as defined in clause (8) of section 
2 of the Insurance Act, 1938, is 


concerned. 


- Sub-section (5) of section 107. 
(1) and (2A) of 
Section 144. 
Section 151. 
Sub-section (1) of section 249. 
Sub-section (8) of section 277. 
B. K. KAUL, 
Deputy Secretary. 


S ENROLLED DURING THE MONTH OF MAY, 1951. 





UE RE a e a g e e aa ha BAA rH Re AY Oe yin AAAA SABER eS arenes A el a a ih 


Place Date of 

Enrolment 
New Delhi 2—5—1951 
Calcutta 2—5—1951 
Bombay 7—5-—-1951 
Calcutta 8—5—1951 
Bangalore 8—5—1951 
Bombay 8—5—-1951 
Calcutta 21—5—1951 
Delhi 22—5—-1951 
New Delhi 238—b—1951 
Calcutta 25—5—1951 
Madras 98 5195} 
Trivandrum 28—5—1951 
Bombay 30—5—1951 
Aligarh 31—5—1951 
Bombay 31—5—1951 
Madras 21—5—-1951 
Calcutta 21—5—-195] 
Bombay 25—5—1951 
Calcutta 25—5—1951 
Madras 26—5—1951 





*Denotes not in practice. 


Son 


T 
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STATISTICS FOR THE MONTH OF MAY, 1951. 
15 Cancellation of Certificate of Practice: 


Associates enrolled 
Fellows admitted 


Associates restored 


Certificates of Practice issued: 


Associates 
Fellows te 
Termination of Membership 


ACCOUNTING & FINANCIAL 
PROBLEMS OF NATIONAL 
CORPORATIONS If 


(By Dr. Rustom Co. Cooper, 
M.Com., Ph.D. (Econ.), A.C.A., 
A.S.A.A. (Hons.). 


The previous article on thig 
subject discussed certain prò- 
blems -of financial organisation 
and general accounting of nation- 
al corporations. In this article 
it is proposed to briefly consider 
the methods of accounting, cost 
control, audit and taxation of 
nationalised concerns. 


Considering the immense size of 
national corporations, mechaniza- 
tion’ of accounting system becomes 
most essential or almost inevi- 
table. Various makes and types 
of accounting and _ tabulating 
machines have to be brought into 
use without which it will not be 
Eossible to ensure a reasonable 
degree of efficiency in the Accounts 
Department. For a smooth work- 
ing of the mechanised accounting 
systems in nationalised under- 
takings the British experience has 
resolved itself into a sub-division 
of the general procedure involving 
roughly :— 


(a) Pay roll accounting; (b) 
Stores accounting; 
accounting; (d) Sales Section; and 
(e) Nominal accounts. Purchased- 
card installations have proved 
very effective in most of the 


British nationalised eoneerns. 


(c) Purchase 


5, Associates converted into Fellows ae 5 
Nil Associates Nil 
Fellows na “a . Nil 
Articles registered .. n di 88 
10 Articles cancelled ba .. Ni 
5 Audit Clerks registered cs ee: 
Nil Audit Clerks registration cancelled Nil 
SPECIAL ARTICLES 
On the side of cost accounting national corporations is to-day 
the main problem is generally that generally recognised. However, 


of improving the standard of basic 
costing records with a view to 
ensure greater efficiency and uni- 
formity in presentation. Difficul- 
ties often arise in improving the 
existing statements of historical 
cost and unless this is done prom yt 
and effective presentation of cost- 
ing data may be hampered. 
Standard costing has already been 
introduced in several sections of 
the British nationalised industries. 
Generally speaking, the technical 
costing problems of nationalised 
industries tend to remain the same 
as those of similar concerns under 
private management with, of 
course, a few modifications. 


Those in charge of costing 
section have continuously to see 
that their costing data is directly 
related to the Cost Control of the 
entire organisation so that costs 
provided are such as would be of 
real use and that they are pronipily 
supplied to the right persons who 
can put these figures to best 
possible use. Unless this is done, 
a great desl of costing data com- 
piled is put to no useful purpose at 
all end there is waste of expendi- 
ture, time and energy. Both 
accountants and management have 
to share the responsibility in this 
sphere. 


The need for independent pro- 
fessional audit for the accounts of 


there are bound to be variations 
both in procedure and technique 
between different concerns. For 
example, in the case of the Nation- 
al Coal Board of England, a single 
firm of professional auditors has 
been appointed by the Minister of 
Fuel and Power for the entire coal 
industry. On the other hand, 
separate legal existence of area 
boards for gas and electricity has 
facilitated the distribution of 
audits between a number of firras. 
Each area board of the British 
Electricity Authority has a 
different firm of professional 
auditors appointed by the Minister 
of Fuel and Power. In the case 
of the British Transport Commis- 
sion the Minister has approved a 
scheme of audit which provides 
that the Commission’s auditors 
(appointed by the Minister) may 
rely (subject to certain safe- 
guards) on audits of the executives 
and departments of the Commis- 
sion. 


Besides this, another question 
which gives rise to controversy is 
the extent to which detailed check- 
ing work should be carried out 
by the ņrofessional auditors or 
by the internal audit department. 
The importance of internal audit 
becomes obvious in case of nationa- 
lised industries, because, much of 
the detailed work could be most 
conveniently and economically 


Page Eight 


carried out by the special internal 
audit department. This principle 
again has been generally accept- 
able to the nationalised industries 
in Great Britain. The Coal 
Board’s internal audit staff con- 
sists of 300 audit essistants and 
officers, grouped into different 
area audit staffs. It would also be 
worth noting that all the reports 
of the internal auditors made from 
time to time are made available to 
the professional auditors. All 
persons occupying senior posts in 
the internal audit department are 
qualified accountants. Besides the 
main internal audit staff there is 
also a special section in case of the 
British Coal Board working under 
the direction of the internal audit 
department which concerns itself 
primarily with stores control. It 
consists of persons who are 
experts in Stores Control and are 
employed as stock-checkers, etc. 


Efficient system of Budgetary 
Control is as much a necessity in 
case of a large national corpora- 
tion ag in case of any private or 
public manufacturing company. 
The only difference is that it is 
not always open for a national 
corporation to disregard unprotit- 
able fields of business activity and 
enter entirely new branch in 
search of a higher yield. They 
have necessarily to work in a 
Jimited sphere and to satisfy the 
nation’s demand. ‘Total profit is, 
therefore, not the basic considera- 
tion for a nationalised concern. 


As far as capital budgeting is 
concerned the financial control in 
case of .a nationalised industry 
may embody two things—the limit 
set in. respect of the borrowing 
powers of the industry and the 
Government control of capital ex- 
penditure.. Planning of capital 
expenditure, in most cases, is 
essentially .a long-term proposi- 
tion. For example, in case of the 


British Coal Board, 15 years plan 
is taken as the basis. Each year 
the various divisions and areas of 
the undertaking have to estimate 
in advance their requirements 
under the head of capital expan- 
sion expenditure for the coming 
year. The Board then decides 
upon the capital allocation to be 
made to each of them. Within 
these broad allocation the various 
units ‘are free to spend their 
quota according to their best 
judgement. However, schemes in- 
volving an expenditure of more 
than £1,00,000 require prior 
approval of the National Coal 
Board. Schemes submitted for 
approval have to contain a detail- 
ed description of the proposals, a 
summary of the estimated expen- 
diture and estimates of the operat- 
ing and financial results to be 
achieved. When the scheme is 
completed, a report has again to 
be sent to the approving authority 
stating the actual expenditure 
incurred and the results achieved. 


Turning to the budgetary 
control of revenue expenditure, in 
case of a national corporation, ex- 
perience shows that it is relatively 
simple to budget for the indirect 
expenditure. It is found more 
difficult to control direct produc- 
tion expenditure by means of 
budgets. In this field standard 
costs become important. It is 
generally expected in Great 
Britain that the results of experi- 
ments at present being made by 
nationalised industries in standard 
costing methods will be of consi- 
derable significance to future 
development of financial control. 
A special aspect of Budgetary 
control which assumes great im- 
portance in case of nationalised 
undertakings is credit control the 
importance of which chiefly arises, 
because, a single customer may 
often have to be supplied from 
several sources of production. 
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A point of interest (perhaps 
not directly affecting the account- 
ancy profession) in case of 
nationalised undertakings would 
be worth noting. This relates to 
the day-to-day banking facilities. 
In case of the British Coal Board 
discussions with the various clear- 
ing banks have made possible an 
arrangement whereby all the 
British clearing banks have placed 
at the Board's disposal their 
services throughout the country. 
In return the Netioral Coal Board 
agreed to allocate its banking 
business to the various banks. 
Thus, the Board has the advantage 
of local banking accounts without 
suffering the disadvantage of idle 
funds. 


Lastly, another interesting 
point arising out of the nationali- 
sation of British Industries relates 
to taxation. The nationalised in- 
dustries are not excused from 
taxation. The income-tax assess- 
ments of the industries are made 
on the same lines as those of other 
concerns. However, the taxable 
capacity of nationalised industries 
has been largely reduced as they 
are not expected to earn large 
profits except those considered 
essential for building up reserves. 
The Coal Board in consultation 
with the Inland Revenue has devis- 
ed a standardised form of compu- 
tation which could be submitted 
easily by various areas and divi- 
sions and consolidated without 
difficulty into a national compyuta- 
tion for the entire industry. This 
has very considerably simplified 
the whole procedure of assessment. 


Tax assessment under such a 
standardised procedure involves a 
great saving of time and labour. 
As the computation is prepared on 
principles agreed in advance with 
the Inland Revenue they are 
generally in a position to accept 
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the figure produced to them with 
the minimum of investigation. 


* * % 
TAX ON AGRICULTURAL 
DIVIDENDS—A QUESTION OF 
INFERENCE 


(By P. S. Subramaniam, A.C.A.) 


Most accountants are now 
familiar with the Circular No. 
35-D, dated the 2nd November, 
1948 of the Central Board of 
Revenue by which the Board has 
withdrawn the exemption from 
income-tax previously allowed in 
respect of agricultural dividends 
in the hands of shareholders. 
There has appeared in the press a 
good deal of criticism of the 
Board’s action in withdrawing 
this exemption, and some crities 
have declared that by this step the 
Board has clearly exceeded its 
jurisdiction. There are some 
critics who, on the other hand, 
have claimed that the Board’s 
action has set right an anomaly 
that had been allowed to exist for 
years, namely a differential treat- 
ment of dividends from agricul- 
tural companies, and those from 
non-agricultural companies in the 
hands of shareholders. Apart 
from the strictly legal aspect, 
some writers have also discussed 
the unfairness of the Board’s 
action in withdrawing a conces- 
sion that had been specifically 
allowed and applied to agricultur- 
al dividends over the past many 
years. In this brief note we shall 
not discuss the fairness or other- 
wise of the Board’s ruling, but 
only whether it can be upheld on 
its own merits. 


The first thing to note is that 
the Board’s ruling is founded 
upon the decision of the Privy 
Council in the Commissioner of 
Income-tax Vs. Raja Kamakshya 


Narain Singh (1948—LT.R. 325). 
In that case the point was whether 
interest on arrears of agricultural 
rent was “agricultural income” 
within the meaning of the Income- 
tax Act. The Privy Council point- 
ed out that the interest was 
derived from rent which had not 
been paid, and as rent was not 
land, it could not be said that the 
interest was ‘derived from land’ 
within the meaning of the defini- 
tion of agricultural income vide 
Sec. 2 (1) (a) of the Indian 
imcome-tax Act. The Board’s 
circular then goes on to say that 
“by parity of reasoning, the Board 
is advised that the immediate and 
effective source of a dividend 
being the profit fund of a com- 
pany, and a profit fund not 
being land, the dividend cannot be 
regarded as anything but non-agri- 
cultural income. There is, there- 
fore, no justification in law for the 
practice hitherto followed by the 
Department of treating such por- 
tion of the dividend of a company 
as is proportionate to its agricul- 
tural income (or other exempt 
income) as if it were itself agri- 
cultural income (or exempt in- 
come) in the hands of share- 
holders also.” 


There are at least three points 
in the foregoing statement that 
require a critical examination. 
Firstly, the exact implication of 
the term ‘derived from land’; 
second, whether “the immediate 
and effective source of a dividend” 
is the profit fund of a company; 
and third, the analogy drawn be- 
tween interest on arrears of agri- 
cultural rent and dividends paid 
out of the profit fund of an agri- 
cultural company. 


The term ‘derived from land’ 
was discussed in the Privy Coun- 
cil Judgment in Raja Kamakshya 
Narayan’s case and their Lord- 
ships observed: “The word 
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‘derived’ demands an enquiry 
into the geneology of the 
product. But the enquiry should 


stop as soon as the effective source 
is discovered. In the geneological 
tree of the interest, land indeed 
appears in the second degree, but 
the immediate and effective source 
ig rent, which has suffered the 
accident of non-payment. And 
rent is not land within the mean- 
ing of the definition”. In other 
words, in their Lordships’ view, 
the nature and source of any in- 
come should be considered in its 
‘proximate’ rather than in its ‘ulti- 
mate’ significance, and this is the 
basis on which the Central Board 
of Revenue has proceeded to give 
its ruling. 


Having proceeded so far, the 
Board infers that “the immediate 
and effective source of a dividend 
is the profit fund of a company.” 
It is contended by some taxation 
experts that the effective source 
of a dividend is really the “share” 
in the company, and not the profit 
fund. Leaving that aside for a 
moment, there can be no true 
analogy between interest on 
arrears of agricultural rent in 
Raia Kamakshya Narayan's case 
and a dividend from an agricultur- 
al company in the hands of a share- 
holder. In the former case the 
interest was a clear addition to 
arrears of agricultural rent, and 
was not a part of any “agricultur- 
al fund’, whereas in the latter 
case the dividend is clearly a part 
of the profits earned by the com- 
pany. 


There are a number of decisions 
to support the statement that a 
dividend does not change its char- 
acter merely because it is distri- 
buted as dividend. In Hunger- 
ford Investment Trust Ltd. Vs. 
Commissioner of Income-taz, 
Bengal, it was held that the divi- 
dend represents merely “the 
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shareholders’ share in the ineome 
of the company”, and that as 
regards dividends a company is 
not to be treated as separate and 
distinct from its shareholders. 
Again, in the case of the Premier 
Construction Co., Lid. Vs. Com- 
missioner of Income-tax, Bombay, 
the Privy Council held that if the 
income received falls within the 
definition of agricultural income, 
it earns exemption in whatever 
character the assessee receives it. 
Then, again, in Phalton Sugar 
Works Ltd. Vs. Commissioner of 
Income-tax, Bombay (I.T.R. 24 of 
1948) the Bombay High Court ob- 
served, inter alia, that if an in- 
come bore a character which ex- 
empted it from payment of tax, 
then the mere fact that that in- 
come was transferred to the share- 
holders in the share of dividends 
would not alter its nature or char- 
acter and that income would still 
not be liable to tax. There is, thus, 
a growing mass of evidence 
against the Central Board of Rev- 
enue ruling that the dividend frorn 
an agricultural company in the 
hands of a shareholder cannot ve 
exempt from tax because it does 
not retain its agricultural charac- 
ter the moment the profits of the 
agricultural company are released 
in the shape of dividends. It would 
appear that the Central Board of 
Revenue’s ruling in Circular No. 
85-D is based on an analogy which 
is misleading and inaccurate and 
that it needs modification in the 
light of the facts mentioned above. 


It is, however, gratifying to 
learn that recently the Income-tax 
Appellate Tribunal has held that 
the dividends received by the ap- 
pellant from tea companies was 
partly agricultural, thus agreeing 
with the views expressed by me 
in this article. 


CAN A TRUST BE A SHARE- 
HOLDER IN A COMPANY? 


(By M. 5. Srinivasan of 
(M. S.  Krishnaswami 
Jagannathan, Coimbatore). 


This short note is intended to be 
an answer to the above specific 
question put to me by a colleague 
of mine in the profession. 


and 


Under the Erovisions of section 
30 of the Indian Companies Act, 
1913— 


“The subscribers of the 
memorandum of a company 
shall be deemed to have agreed 
to become members of the com- 
pany, and on its registration 
shal} be entered as members in 
its register of members. 


“Every other person who 
agrees to become a member of a 
company, and whose name is 
entered in its register of mem- 
bers, shall be. a member of the 
company.” 


Further, under the provisions 
of section 5 of the Indian Compa- 
nies Act, 1918+~ 


“Any seven or more persons 
(or, where the company to be 
formed will be a private com- 
pany, any two or more persons) 
associated for any lawful pur- 
pose may, by subscribing their 
names to a memorandum of 
association and otherwise com- 
plying with the requirements of 
this Act in respect of registra- 
tion, form an incorporated com- 
pany, with or without limited 
liability...” 


Thus, only “persons” can be 
shareholder of a company formed 
under the Indian Companies Act. 
1913. This Act does not define the. 
word “person”. It is therefore 
necessary to refer to section 8 
(39) of the General Clauses Act, 
1897— am 
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“In this Act, and in all Cen- 
tral Acts and Regulations made 
after the commencement of this 
Act, unless there is anything 
repugnant to the subject or con- 
text PERSON shall include any 
company or association or body 
of individuals, whether incorpo- 
rated or not.” 

This definition also does not 
give an exhaustive meaning of the 
word. The dictionary meaning of 
the word is “Human being or body 
regarded as having rights and 
duties.” 


From a consideration of the 
above mentioned authorities it 
will be clear that a shareholder in 
a company must be a human being 
or a juristic person. A company 
is considered to be a legal person 
though it has no soul or body. Such 
legal persons, though they are not 
human beings, can be share- 
holders. 


An examination of the true im- 
port of the word “Trust” is neces- 
sary for answering the question 
posed. Under the provisions of 
section 3 of the Trusts Act, 
1882-— 


“A TRUST is an obligation 
annexed to the ownership of 
property, and arising out of a 
confidence reposed in and 
accepted by the owner, or de- 
clared and accepted by him, for 
the benefit of another and the 
owner: 


“the person who reposes or 
declares the confidence is called 
the AUTHOR OF THE TRUST: 
the person who accepts the con- 
fidence is called the TRUSTEE: 
the person for whose benefit the 
confidence is accepted is called 
the BENEFICIARY: the sub- 
ject matter of the trust is called 
TRUSTPROPERTY or 
TRUST-MONEY: the BENE- 
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FICIAL INTEREST or INTER- 
EST of the beneficiary is his 
right against the trustee as 
owner of the trust-property; 
and the instrument if any, by 
which the trust is declared is 
called the INSTRUMENT OF 
TRUST.” 


A trust is therefore only an 
“obligation” and not a person as 
defined above. Hence, there is no 
meaning in saying that a trust is 
a shareholder in a company. 


According to the above defini- 
tion of Trust there can be no trust 
without a person who accepts the 
“obligation” and who is called the 
Trustee. If the “Trust-money” is 
invested in shares of companies, 
the trustee becomes the share- 
holder and he is the owner of the 
shares. 


Under the provisions of section 
83 of the Indian Companies Act, 
1913— 


“No notice of any trust, ex- 
pressed, implied or construc- 
tive, shal be entered on the 
register, or be receivable by the 
registrar.” 


The word “notice” occurring in 
the above section means only “in- 
formation” and a company is thus 
prevented from recording in its 
register of members any informa- 
tion about any trust in relation to 
any of the shares held by a mem- 
ber of the company. As section 38 
of the Indian Companies Act, 1918 
is only a reproduction of section 
101 of the English Companies Act, 
1929, decisions based on the latter 
section are applicable to cases 
coming under the former section. 


“In England the names of re- 
presentatives cannot be inserted 
with a statement that they are 
trustees. In case of trust, 
therefore, either the trustees 
must be registered when they 


become personally liable fot 
calls and the company is entitl- 
ed to assert its lien or other 
rights against the trustees with- 
out regard to the interests of 
the cestui que trust, or the bene- 
ficial owners, being registered, 
have complete control over the 
shares. Companies, societies, 
and corporations may be regis- 
tered in their own right without 
the intervention of trustees.” 


Handbook on the Forma- 
tion, Managément and Wind- 
ing Up of Joint Stock Compa- 
nies, by Francis Gore-browne, 
39th edition, page 251. 


“The company is not entitled 
to make an entry in its register 
showing the character in which 
the personal representative or 
trustees in bankruptcy holds 
shares.” 


Company Law and Prece- 
dents, by Arthur Steibel, 3rd 
edition, Vol. 1, page 215. 


“Executors or Trustees, who 
can claim to be registered, may 
insist that their names shall þe 
entered on the register without 
any notice of the character in 
which they hold.” 


Company Law and Prece- 
dents by Arthur Steibel, 3rd 
edition, Vol. 1, page 127. 


In Re Perkins, (1890), 24 
Q.B.D. 618, Lord Coleridge said in 
the Court of Appeal— 


“Tt seems to me extremely 
important not to throw any 
doubt on the principle that com- 
panies have nothing whatever 
to do with the relation between 
trustees and their cestui que 
trust in respect of the shares of 
the company.” 


“It is, of course, only as be- 
tween the trustee, the cestui que 
trust, and the company that the 
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cestia que trust is ignored, and 
the trustee treated as being for 
all purposes the owner of the 
shares; as between. the trustee, 
the cestui que trust and third 
parties, as e.g. a person with 
whom the certificates have been 
wrongfully deposited by the 
trustees or the assignees in 
bankruptcy of the trustee, the 
equitable title of the cestui que 
trust will be duly recognised.” 


The Companies Act, 1929 
by Buckley, 11th edition, 
page 259. 


The conclusions that have to be 
drawn from the above authorities 
are: shares invested out of trust- 
money must stand and can only 
stand in the personal name of the 
trustee and the register of mem- 
bers must not contain any informa- 
tion about the nature of the trust. 
Neither a Trust, nor a Trustee as 
such, can be a shareholder in a 
company. 


* x% + 
STORES ACCOUNTING 


(M. Seshan, 8. R. Parikh & Co., 
Chartered Accountants) 


Material is the first great factor 
in the cost of an article to the pro- 
ducer. Generally speaking, any- 
thing used in the manufacture of 
a product is referred to as Mate- 
rial. 


The first cost of any manufac- 
ture is the outlay for material. 
Cost, therefore, furnishes a mone- 
tary history of the materials’ pro- 
gress from its purchase as raw to 
the finished article. 


The accounting for materials is 
therefore as important as the 
accounting for cash. There is no 
change whatever in the value of 
the assets of a concern when 
Rs. 10,000 is taken out of the Bank 
and converted into stock, say, 
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Petroleum, and just as no business 
is run without keeping a careful 
record of cash received and cpent, 
so also no . business should be 
carried on without a careful re- 
word of petroleum received and 
issued. 


Classification of Stores. 

In a large business, an attempt 
should be made to group the stores 
into several suitable headings, e.g. 

1. Bolts and nuts. 

Iron and steel. 

Welding materials. 
Tubes and fittings. 
Building materials. 
Value Mountings. 
Jointing materials. 

Oils, Paints and greases. 
Miscellaneous, etc. 


en Se ee ee 


Coding. 

One of the most important pre- 
liminaries to the success of a 
stores accounting system is the 
introduction of a suitable set of 
code numbers for the different 
types and classes of material. In 
some business no relationship 
exists between the bin No. of 
material and the ledger account 
No. or folio. It will however be 
found of considerable advantage to 
allocate a series of numbers to 
different materials and thereafter 
these numbers should be used for 
all identification purposes. For 
example, assume that a certain 
class of material is allotted the 
code No, 210, this will indicate the 
bin No. in the stores depot, and 
the ledger account No. in the cost 
office. Such uniformity facilitates 
quick reference for pricing, post- 
ing and other routine work and 
uncertainty as to size and differ- 
ent kinds of materials is avoided. 
The arrangement of code No. may 
be grouped in order to embrace 
the different classifications of 
materials already referred to viz: 


1/99 Bolts ‘and nuts. 
100/199 Iron and Steel. 
200/299 Oils, Paints, ete. 


Very frequently a combination 
of letters and numbers is used. A 
simple example will make this 
clear. Bolts and nuts, brass and 
steel could be given the symbol B.B. 
and S.B. respectively, a number 
being added for each size the first 
in sixteenths the next two lengths 
in eighths. 

B.B. 403 Brass bolt 147.34”, 

B.B. 704 Brass bolt 7/16” x 1A” 

B.B. 418 Brass bolt 1⁄4” X22” 


haal 


Bin Cards. 


A suitable type of bin card 
should be allotted to each type and 
class of material. While it is ap- 
preciated that many classes of 
material are not stored in bins, the 
bin cards can, nevertheless, be 
kept in a convenient place for re- 
ference purposes. These bin cards 
record only, all receipts and issues 
of materials in quantity in addi- 
tion to the balance of stock on 
hand which is automatically enter- 
ed in the appropriate column. 


Purchase Requisitions. 


Copies of all purchase orders, 
giving details of quantity, quality 
and other information, excepting 
prices, should be furnished every 
day to the Store-keeper. When 
material is received from outside 
suppliers, the store-keeper, after 
checking the goods, returns these 
duplicate purchase requisitions to 
the office duly signed, which will 
facilitate the routine work of 
passing invoices for payment. The 
quantities recorded on these durli- 
cate purchase requisitions as 
having been received are entered 
daily on the relative bin cards by 
the store-keeper. 


Issue of Materials. 


All material required for con- 
sumption within the establish- 
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ment, whether for direct produc- 
tion, repairs, maintenance or 
capital work must be requisitioned 
on a suitable slip or card by the 
foreman or chargehand responsi- 
ble. Such material should only be 
issued by the store-keeper in ex- 
change for these signed requisition 
slips or cards. The requisitions 
are afterwards entered in the ap- 
propriate bin cards, preferably 
daily, and handed to the cost office 
for pricing and posting to the 
ledgers. The advantage of code 
numbers will be apparent in this 
respect, in that, each day all re- 
quisitions can be sorted numerical- 
ly by classes of material and they 
facilitate the work of entering the 
date in the bin cards. When it is 
found that material is issued with- 
in the establishment for a variety 
of purposes, it may be considered 
desirable to have separate colour- 
ed requisition slips or cards as 
follows :— 


Buff: Production materials. 
Blue: Repairs and maintenance. 
Green: Capital Works, etc. 


This will considerably assist the 
cost department in sorting and 
tabulating such records of mate- 
rial used. 


Material Returned to Stores. 


Sometimes, it will be found that 
material is issued for jobs in ex- 
cess of the actual requirements, or 
it may have been found unsuit- 
able. When such material is re- 
turned to stores, the same must be 
accompanied by a suitable credit 
slip or card, in order that the bin 
card or stock may be debited and 
the job, or account, credited. It 
will be found advantageous to 
adopt a distinctive coloured card 
for returned material, in order to 
eliminate errors in connection 
with the internal transactions 
thereby involved. 


June, 1951. 


Materials Transferred from One 
Job to Another. 


It is advisable to make a rule 
strictly prohibiting the transfer of 
materials from one job to another. 
Any material not used in the parti- 
cular job for which it was requi- 
sitioned should be returned to the 
stores. 


The transfer of material from 
one job to another in the works 
should be strictly prohibited, un- 
less adequate procedure is 
arranged for a Material Transfer 
Slip, showing all necessary data 
for crediting and debiting the cost 
accounts affected, as otherwise the 
records and cost accounts concern- 
ed would be incorrect. 


Maximum Stock-Levels. 


The management should deter- 
mine, having regard to production 
requirements, seasonal or other- 
wise, the maximum quantities of 
stock necessary for each type and 
class of material. The objective 
obviously is to limit purchasing to 
the production requirements of 
the business. The store-keeper is 
responsible to see that stocks do 
not exceed to limit fixed. These 
maximum levels should be record- 
ed on both the bin cards in the 
stores department and the ledger 
account in the Cost Office. 


Minimum Stock-Levels. 

It is likewise necessary to pre- 
determine for each class of 
material the minimum quantity of 
stock which should be held, having 
regard to production require- 
ments. What is of an equal 
importance is the length of time 
which will elapse between the 
ordering of stores and their ulti- 
mate delivery. This datum line 
quantity will also facilitate the 
work of the store-keeper, as the 
minimum stocks are recorded on 
both the bin cards and ledger 
accounts. 


Both the maximum and mini- 
mum stock-levels should be shown 
in the bin card and in the stores 
ledger. 


The factors that determine the 
maximum and minimum figures 
for stock control are as under :— 


1. Capital Jocked up in stores, 
should be kept as low as 
possible without holding up 
production, 


2. The nature of material, 
taking into’ consideration 
the rate of deterioration 
and the likelihood of obso- 
leseence. 


3. The normal rate of con- 
sumption for production 
purposes. 


4. The economic quantities for 
turchasing and the market 
fluctuations. 


5. The storage space availa- 
ble in the stores. 


6. The length of time neces- 
sary to place the order and 
to obtain receipt of the 
materials. 


Stores, Its Organisation and 
Accounting. 


The position of the stores in re- 
lation to manufacturing depart- 
ment is of great importance. The 
stores must be located in a posi- 
tion that has regard also to the 
convenient handling of goods re- 
ceived from outside. The flow of 
work must be studied and care 
should be taken to see that heavy 
and bulky materials are stored 
in a way that excessive handling 
and trucking are avoided. In some 
cases, subsidiary stores are used 
with advantage although control 
over materials is less rigid. 


Materials are equivalent to cash 
and it cannot be over-emphasized 
that as strict a control as possible 
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must be kept over them. Office 
orders should be issued and dis- 
played in a prominent place that 
no person unauthorised should 
enter the stores. The  store-- 
keeper and his staff should be a 
trustworthy team, recording all 
receipts accurately and issuing 
goods only in accordance with the 
authorised requisitions. 


The following points on the 
layout of a stores need particular 
attention. 


1. The stores should be so 
arranged that there is easy 
access to every class and 
item of material. 


2. The receptacles should be 
chosen with due regard to 
the material they are to 
contain, e.g. Screws, Nuts, 
and Bolts in Bins. Acids in 
non-corrodable container, 
Oils and Spirits in painted 
Metal Drums and so on. 


3. Heavy and bulk materials 
should be stored close to the 
floor, and lighter articles in 
bins or shelves higher up. 


4. All shelves and bins should 
be numbered and plainly 
labelled and a record should 
be kept in the stores office 
of the location of every item 
of stock. 


Stores, Stock-T'aking. 

As many independent persons 
as possible should be respousible 
for the stores system, as requisi- 
tion, purchases, delivery, inspec- 
tion, custody and issues are 
concerned. An important princi- 
ple is that ‘Users’ of Stores or 
Stocks should be “Store-keepers’”’. 
By experience it is found that 
stores form a fruitful avenue of 
waste through pilfering deteriora- 
tion, evaporation, loss and mis- 
placement. Store-keeper should 
be responsible for custody to the 
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Managing Director and Stores 
Records should be kept by a team 
of Store clerks. 


Coming now to the closing stock, 
stock-taking is vital in its effect 
on profit and loss. If stock is 
overvalued the dividend payment 
may be higher than is con- 
servatively justified, if under- 
valued, secret reserves are created. 
Both aspects lead to bad financial 
control and an inefficient stores 
organisation renders internal 
check very difficult. Auditors are 
however, entitled to accept the 
certificate of stock valuations 
signed by a responsible official of 
the undertaking (Kingston Cotton 
Mills Co., Ltd.) — 


Ordering Level. 


Over and above the usual indica- 
tions in the stock ecard like the 
maximum level, the minimum 
level, the date of stock-taking, ete., 
some cards have a third index 
figure namely a re-order quantity, 
which is to serve as an indicator to 
the store-keeper that, when the 
stock falls to this level, further 
supplies should be requisitioned, in 
order to avoid the stocks falling 
below the minimum. 


Order Quantity. 

It is sometimes possible to 
specify, at least, for certain 
classes of material, the quantity 
which should be ordered for re- 
plenishment purposes from time 
to time. If this can be convenient- 
ly introduced, the routine work of 
the department should benefit 
considerably. They are based on 
the nature of the material period 
of consumption in relation to the 
producing availability, price, 
function, space, capital outlay ete. 


Stock Audits, 


Many businesses still adhere to 
the practice of taking a complete 
physical stock once a year at the 


end of the financial accounting 
period. In a large establishment, 
however, | where considerable 
quantities and varieties of stores 
are on hand, this often necessitates 
overtime and the employment of 
additional labour, not to mention 
the delay and dislocation of 
ordinary routine work. A more 


convenient practice, and one which 


is now more widely adopted, is to 
check the physical stocks at least 
once, or, if possible, twice in a 
year. If for example, there are 
approximately ‘1,000 different 
types and classes of materials 
stocked and say 330 working days 
in a year, it should be the stock- 
taker’s duty to check the stocks of 
three different items each day, thus 
accomplishing a complete check of 
all stocks during the working 
year. It is usually understood, 
that after the physical stock is 
taken, the quantities would be 
compared with those mentioned in 
the Store Cards/Bin Cards and all 
differences traced, investigated, 
and reconciled. This may be under- 
taken on a half-yearly basis where 
the quantity -and variety of 
material is too large. The infor- 
mation obtained by these test 
audits should be recorded on a 
suitable “Stock Audit Card” show- 
ing the discrepancy. These cards 
are returned daily to the Cost 
office and adjustments are made 
to the stock books. It should þe 
noted that a record of these test 
audits must be entered in the 
appropriate space in the stores 
ledger accounts, and distinctive 
acceptance ticks should also be 
followed. 


Pricing Material Issues. 

The question arises as to the 
most suitable method which is to 
be adopted for pricing material 
issues from stock. When the price 
of material tends to vary from 
time to time an attempt is some- 
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times made to link up the various 
issues with individual quantities 
purchased. This, however tends 
to greater work and no real 
advantage is to be gained. 
Another practice which is quite 
common is to fix, at the beginning 
of the month a price for each 
material to be used in pricing re- 
quisitions or issues during the 
subsequent period. This may be 
quite satisfactory, provided such 
unit prices are in direct relation- 
ship to the cost of material 
purchased, even then certain perio- 
dic adjustments must necessarily 
be made in order to reconcile a 
given quantity and value of stock 
on hand with current prices. The 
most satisfactory method to adopt 
is to automatically record in the 
stores ledger sheets the average 
price of the stock on hand after an 
entry is made whether for in- 
coming or outgoing material. This 
average price is used for valuing 
all requisitions and will not 
change unless a purchase has been 
made at a different rate, or in the 
event of the stock being written 
down. 


Physical Change in Material. 


` Certain classes of material may 
undergo a physical change due to 
various conditions e.g. natural, 
climatical, evaporative or seasonal 
ete., while in stock. For example, 
the weight recorded at the time of 
receipt may be higher or lower 
than that entered when the goods 
were issued. Although these cir- 
cumstances may exist the pricing 
of issues would not change; but 
the difference in original stock 
would on proper investigation, be 
charged straight to stores over- 
head expenses or profit and loss 
account. After investigation if it 
is found that the stores is not 


responsible directly or indirectly to 
the loss in stock, the above loss is 
charged to profit and loss account. 
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Writing Down Stock Values. 


At the end of accounting period 
an examination of the stores 
ledger accounts as regards 
average prices in respect of stock 
on hand, will indicate whether or 
not certain items require to be 
written down to current market 
value when this is less than cost 
price. If we assume that the 
average unit price for a given 
material on 31st December was 
say Rs. 20, but this requires to be 
reduced to Rs. 18, all that is neces- 
sary is to enter in red ink in the 
issued column the amount by 
which the stock is depreciated or 
written down, thereafter showing 
the amended unit price. The total 
of these adjustments is thereafter 
carried as a special charge to 
Profit and Loss Account. The 
advantage of this is that in a fall- 
ing market the extent to which 
writing down has been necessary 
is clearly shown. Frequently, 
when stocks are only taken at the 
end of financial year, losses incur- 
red due to writing down are not 
properly disclosed. 


Turnover of Material. 


One of the principal benefits to 
be derived from the system out- 
lined is that the turnover of 
different classes of material may 
be compared from time to time, in 
order to determine when the de- 
mand in the works for certain 
material has fallen short of the 
expected requirements. If this 
examination is undertaken at re- 
gular intervals, the accumulation 
of surplus stock can be kept 
within reasonable limits. Guid- 
ance in this direction may be 
obtained as follows :— 


Assume that the total average 
value of stock held is Rs. 50,000 


and that during a year the value 
of material used is likewise in the 
region of Rs. 50,000. In these 
circumstances, therefore, it is 
quite clear that excluding the pos- 
sibility of there being a large pro- 
portion of stock which is surplus 
the amount of material on hand is 
sufficient for full one year’s pro- 
duction requirements. This may 
be considered too high, and apart 
altogether from the possibility ot 
losses which-may arise in a fall 
there is always the Joss of interesi 
on the excess amount of capital 
which is locked up in stock. 


An effective and adequate mea- 
sure of Stores Control is one of the 
most important adjuncts to the 
success of a costing system. Be- 
fore proceeding to outline the prin- 
ciples involved under practical 
working conditions, it is essential 
to review some of the advantages 
offered by the use of this system 
which are enumerated as under :— 


1. The usual dislocation of 
routine work associated 
with a complete physical 
stock-taking is eliminated, 
as the stock of all the mate- 
rials is always available 
and is subject to test audit 
or verification periodically 
throughout the year. This 
facilitates the preparation 
of interim financial accounts 
and balance sheet at much 


shorter intervals than 
would otherwise be possi- 
ble. 


2. In almost every business 
there is an accumulation of 
redundant or obsolete stock, 
which ultimately must be 
written off altogether, or at 
least written down to scrap 
value. Losses under this 
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heading are more easily 
controlled when there is an 
adequate system of stores 
accounting. 


3. The replenishing of stock 
is carried out directly in re- 
lation to the production re- 
quirements, thus prevent- 
ing what frequently har- 
pens, viz., shortage of 
materials causing delay in 
production or alternatively 
excessive purchasing irres- 
pective of immediate re- 
quirements. It is, there- 
fore, possible to reduce the 
capital locked up in stocks 
to the minimum. 


4. The moral effect on emplo- 
yees tends to greater care 
in the use of material and 
undoubtedly serves as a 
deterrent to dishonesty. 


5. The duties of a store- 
keeper are definitely laid 
down and the information 
provided considerably faci- 
litates the smooth working 
of the department. 


6. As all material is issued on 
requisition, discrepancies 
are more easily localised 
than would otherwise be 
possible. 


The foregoing are only some of 
the advantages to be derived from 
an effective system of Stores Ac- 
counting and Control. The re- 


cording of the internal movements 
of material should be considered 
equal in importance to the work 
of recording ordinary cash 
transactions. A proper system of 
Stores Ledger is just as essential] 
as a Cash Book. 
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Calcutta Electric Supply Corpo- 
vation Vs. Commissioner of 
[ncome-tax (1951—19 I.T.R. 406). 


In this case the question arose 
whether the compulsory acquisi- 
tion by the Government of certain 
tlant from the assessee can be 
regarded as a “sale” within the 
meaning of Section 10 (2) (vii) 
of the Indian Income-tax Act. The 
Calcutta High Court held that it 
cannot be. 


The assessees, an electric supply 
company had an electricity gene- 
rating plant at Bhatpara. The 
plant was not in use but was kept 
as a stand-by or reserve in the 
event of the main generating plant 
breaking down. During the war 
the Government desired to acquire 
this plant, but thecompany did not 
want to sell. Eventually the Gov- 
ernment served a requisition 
order upon the company under the 
provisions of Rule 83 of the De- 
fence of India Rules. A letter 
accompanied the requisition order 
in which it was stated that the 
price to be paid for the plant re- 
quisitioned was to be determined 
by Government and the writer had 
been instructed to make an ad- 
vance payment of Rs. 5 lakhs 
without prejudice to any subsequ- 
ent negotiations. The company 
regarded the Government decision 
as one to deprive them of the 
Bhatpara Power Station and re- 
quested Government to re-examine 
the position and to rescind the 
order depriving them of the plant. 
The Government replied that they 
could not reconsider their decision 
and the plant would have to he 
removed. The amount which the 
company eventually received as 
price or compensation for the 
plant exceeded the written down 
value of the plant by Rs. 3,27,840 
which was held by the authorities 
to be taxable under Section 10 (2) 


LEGAL NOTES 


(vii) of the Indian Income-tax 
Act. 


The second proviso to Section 
10 (2) (vii) provides that “where 
the amount for which any such 
machinery or plant is sold exceeds 
the written down value....the 
excess....shall be deemed to be 
profits of the previous year in 
which the sale took place. 


The Calcutta High Court took 
the view that a “sale” ordinarily 
means a voluntary act, the trans- 
ferring of property voluntarily 
by the buyer to the seller at a 
price and that the acquisition of 
the plant could never be said to be 
a “sale” as that word is ordinarily 
used in the English language. As 
there was no gale, the provisicns 
of Section 10 (2) (vii) did not 
apply. The court therefore held 
that the sum of Rs. 3,27,840 was 
not taxable. 


X * nm 


Laljimal Girdhar Das Vs, Com- 
misatoner of Income-tax, U.P. 
(1951—19 L.T.R. 418). 


In the course of the assessee’s 
income-tax assessment proceed- 
ings for 1940-41 it was found that 
for some prior years certain firm 
in Bombay had shown a sum of 
Rs. 15.000 to the credit of the 
assessee In excess of the amount 
shown in the account books of the 
assessee. The Income-tax Officer 
issued notice under Section 34 of 
the Indian Income-tax Act to the 
assessee to show cause why income- 
tax should not be assessed on this 
amount as it had escaped assess- 
ment in the assessment for 1939- 
40. He assessed the amount and 
the assessment was confirmed by 
the Appellate Assistant Commis- 
sioner and the Income-tax Appel- 
late Tribunal. 
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The Allahabad High Court, on 
a reference, held that the assess- 
ment was wrong. Bhargava, J. 
delivering the judgment of the 
court stated: The statement of 
the case as well as the decision of 
the Income-tax Appellate Tribunal 
show that the Tribunal nowhere 
found that this amount of Rs. 
15,000 was the income of the 
assessee. This point was specifi- 
cally raised by the assessee in its 
grounds of appeal before the 
Tribunal. The order of the 
Tribunal also mentions that such 
a ground had been raised. The 
Tribunal, however, assumed it to 
be income and proceeded only to 
decide whether it was the income 
of the previous year relevant to 
the assessment year in question or 
of some other year. The facts 
given in the statement of the case 
do not lead to the inference that 
this sum must necessarily be the 
income of the assessee. The 
Tribunal found that this sum of 
Rs. 15,000 was the balance out- 
standing in favour of the assessee 
from the Bombay firm from some 
period prior to Samvat 1993. The 
manner in which it became an 
outstanding is not indicated. It is 
nowhere stated that it was the 
proceeds due to the assessee 
which, if received, would become 
a part of the assessee’s income. In 
fact there is no indication at all as 
to how this liability of the Bombay 
firm in favour of the assessee 
arose. In proceedings under Sec- 
tion 84 of the Indian Income-tax 
Act no assessment can be made 
unless it has first been found as a 
fact that the amount sought to be 
assessed was the income of the 
assessee. In the absence of any 
finding that this amount was 
income, it is obviously not assess- 
able to income-tax at all. 
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Commissioner of fncome-taz, 
West Bengal Vs. Lahoty Brothers 
Itd. (1951—19, I.T.R. 425). 


The assessee in this case was a 
private limited company carrying 
on business as dealers in petro- 
leum, mobil oil and as agents of 
certain oil company for distribu- 
tion of kerosene oil in certain 
territory. Previous to the assessee 
taking up the business, it was 
carried by a joint family. The 
assessee entered into an agree- 
ment with the joint family where- 
by the joint family agreed to 
apply to the oil company for 
transfer of the agency for kero- 
sene oil standing in its name to 
the assessee or for the termination 
of the agency in its favour and for 
creation of a new agency for kero- 
sene oil in favour of the assessee. 
By an agreement between the 
parties it was agreed inter elia 
that the joint family should not 
farticipate during the continu- 
ence of the agreement either 
directly or indirectly in its own 
name or in the benami name of 
anybody else in any business in 
petrol, mobil oil and kerosene oil 
under and/or with the oil company 
within certain territory without 
the consent of the assessee and as 
compensation for imposing this 
limitation, the company agreed to 
pay the family a sum of Rs. 2,100 
every year. The question was 
whether the sum of Rs. 2,100 paid 
by the company pursuant to this 
agreement was an allowable de- 
duction under Section 10 (2) (xv) 
of the Indian Income-tax Act. 


The Caleutta High Court held 
that as the amount was not paid 
for acquiring any assets of the 
business itself but was paid with 
a view to keep a competitor out of 
the area in which the assessee was 
carrying on its business, the ex- 
penditure can in no sense be callod 
a capital expenditure and hence 


ought to be deducted under 


Section 10 (2) (xv). 


* x’ : x 
Commissioner of Income-tax, 
West Bengal Vs. Steel Brothers & 
Co., Lid. (1951—19, I.T.R. 435). 


The assessee company was in- 
corporated in the United Kingdom 
and was the managing agent of 
Attock Oil Company which was 
also incorporated in the United 
Kingdom. These companies had 
their respective offices in London. 
There were several agreements 
between the assessee and the 
Attock Oi] Company which were 
all made in London whereby the 
remuneration payable to tihe 
assessee was fixed. Under the 
agreement dated 10th December, 
1918, the assessee was entitled, be- 
sides a commission on certain 
purchases, a commission at the 
rate of 244% on the sale price of 
all goods sold by the assessee for 
the oil company. The terms of 
this agreement were modified to 
a certain extent by a subsequent 
agreement dated 14th November, 
1921 under which the commission 
was payable to the company on the 
sale price of all goods sold for the 
oil company by any agent or sub- 
agent. The latter agreement also 
provided that the assessee will not 
be entitled to commission except 
where the oil company did in fact 
receive the sale proceeds of the 
goods and that the commission 
payable to the agssessee was for its 
supervision, control and general 
advice. 


By a third agreement dated 
llth June, 1924, the assessee 
agreed tq part with its exclusive 
agency for disposal of certain pro- 
ducts and by another agreement 
dated 16th April, 1980 the 
assessee consented to the Burma 
Oil Company Ltd., being appointed 
the exclusive agent for Attock Ọil 
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Company’s other products, but the 
commission payable to the 
assessee on gales even after 
Burma Oil Company had become 
the sole selling agent of Attock Oil 
Company remained unaffected. In 
the assessment years in question, 
the products of the oil company 
were manufactured in India and 
the business f[rocesses were 
carried out in India and the sales 
by Burma Oil Company took place 
in India. The assessee received 
from the oil company certain sums 
as commission on such sales. The 
assessee was treated as a pon- 
resident company. The question 
arose whether the commission re- 
ceived by the assessee accrued or 
arose in India within the meaning 
of Section 4 (1) of the Indian 
Income-tax Act. 


The Income-tax Officer held that 
the income of the assessee accrued 
in India, because the sales were 
effected in India. The Appellate 
Assistant Commissioner and the 
Income-tax Appellate Tribunal 
held that Section 4 (1) of the 
Income-tax Act had no application 
and that the proper section to be 
applied was Section 42 (3) of the 
Indian Income-tax Act. 


The Calcutta High Court held 
that the commission could not be 
said to have accrued or arisen in 
India within the meaning of 
Section 4 (1). Banerjee, J. in his 
judgment stated: “It is quite clear 
in this case that what the assessee 
has been paid is not its commis- 
sion or remuneration for selling 
goods of Attock Oil Company 
which took place in India, but for 
its supervision, advice and control 
from London. The assessee’s re- 
muneration cannot be said to have 
accrued or arisen in India because 
it is not by selling goods that the 
assessee earned income. It is 
attributable mainly to the super- 
vision and control it exercised 
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from London”. The learned 
Judge further held that if the 
assessee was liable to be taxed, the 
proper section applicable was 
Section 42 of the Indian Income- 
tax Act. 


x a k 


Turner Morrison & Co., Ltd. Vs. 
Commissioner of Income-taz. 
(1951—19 ĻT.R. 451). 


The Port Said Salt Association 
Ltd., a company incorporated in 
the United Kingdom and register- 
ed therein carried on business at 
Port Said in Egypt with their 
head office at Alexandria. They 
were non-resident in India and 
Messrs. Turner Morrison & Co., 
Ltd., Calcutta, had been aprointed 
statutory agents of the Port Said 
Association Ltd., by the Income- 
tax/Excess Profits ‘Tax Officer 
under Section 48 of the Income- 
tax Act. 


The Association obtained and 
manufactured salt in Egypt which 
they consigned to Messrs. Turner 
Morrison & Co., Ltd., for sale at 
the best price obtainable at or 
above the prices approved by the 
Port Said Association Ltd. The 
shipping operations were effected 
by the Association in Egypt who 
sent the shipping documents to 
Messrs. Turner Morrison & Co., 
Ltd. All handlings of cargoes on 
arrival at Calcutta were made by 
Messrs. Turner Morrison & Co., 
Ltd., who made the necessary dis- 
bursements In connection there- 
with. The sales were effected by 
Messrs. Turner Morrison & Co., 
Ltd., through the medium of 
brokers and the sale proceeds 
were collected by the said com- 
pany and deposited in their Bank 
in their name and aécount. Messrs. 
Turner Morrison & Co., Ltd., weré 
raid certain commission on sales. 
After deducting the commission 
and disbursement expenses, they 


remitted the balance to the Asso- 
ciation in Egypt. Unsold salt was 
kept in Salt Golahs at the risk and 
expense of the Association. 


The Income-tax Authorities 
levied income-tax and excess pro- 
fits tax on the amounts realised by 
Messrs.: Turner Morrison & Co., 
Ltd., by the sale of salt after 
making the usual deductions for 
commission, collection charges and 
other similar expenses incurred 
for the sale. The assessment was 
made on the footing that what was 
realised was total income received 
in India on behalf of the said 
Association as defined or describ- 
ed in Section 4 (1) (a) of the 
Income-tax Act and which accrued 
or arose in India within the mean- 
ing of Section 4 (1) (c) in respect 
of a person not resident in India. 


On behalf of the Association, it 
was contended firstly that the 
amount on which tax has been 
levied was not income, but gress 
receipts and it cannot be said to 
be income received in British 
India. It became income only after 
it was received in Egypt by the 
Association and after certain de- 
ductions were made therefrom. It 
was also contended that the 
amount was not income which 
accrued or arose in British India 
as no income could arise or aecrue 
Lill the money reached Egypt. The 
Caleutta High’ Court rejected this 
contention and held that the gross 
receipts received by Messrs.Turner 
Morrison & Co., Ltd., included 
total income within the meaning 
ef Section 4 of the Act and as they 
were received by them on behalf 
of the Association, the Association 
was liable to be assessed to 
income-tax on such income by 
reason of the provisions contained 
in Section 4 (1) (a), 6 and 10 of 
the Act. 


It was further contended on be- 
half of the Association that the 
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amount on which income-tax and 
excess profits have been levied 
should be tréated as income 
which is deemed to accrue or arise 
within British India as described 
in the provisions of Section 42 (1) 


‘of the Income-tax Act and that 


consequently Section 42 (3) appli- 
ed to the case under which taxes 
should be levied only on the mer- 
chanting profits in India exclud. 
ing the manufacturing profits 
which accrued only in Egypt. 
This contention was rejected. So 
far as income-tax was concerned, 
the assessee could not invoke the 
aid of Section 42 (3) as the in- 
come, profits or gains were receiv- 
ed in India on behalf of the Asso- 
ciation and Section 42 deals with 
only income, profits or gains 
deemed to accrue or arise in India 
and not with income, profits or 
gains received in India. It was 
argued on behalf.of.the Associa- 
tion that, as the Income-tax 
Authorities appointed Messrs. 
Turner Morrison & Co., Ltd., as 
statutory agents, it could invoke 
the aid of Section 48. Section 42 
immediately became attracted and 
therefore by reason of the provi- 
sions of Section 42 (3), income-tax 
could only be chargeable upon such 
gains or profits as may reasonably 
be attributable to that part of the 
operations carried out in India. 
Rejecting this view, the court held 
that an agent under Section 48 
may be levied with income-tax as 
if he were an agent under Section 
40 end therefore the fact that 
Messrs. Turner Morrison & Co., 
Ltd., were appointed as statutory 
agents under Section 48 did not 
attract the provisions of Section 
42 (8). 


Dealing with the question of 
excess profits tax liability, the 
court observed that excess profits 
tax may be imposed only on 
income, profits or gaing which 
arise or accrue or which may be 
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deemed to arise or accrue in India. 
On behalf of the Association, it 
was contended that the income, 
profits or gains accrued or arose 
from a business connection in 
British India and therefore it was 
income which must be deemed to 
arise and accrue within India 
within the meaning of Section 42 
(1) of the Act and that under tne 
Erovisions of Section 42 (3), tax 
could be levied only on such profits 
and gains as are reasonably attri- 
butable to the operations carricd 
out in India. The court took the 
view that from the words of 
Section 42, it was clear that all 
income, profits or gains which 


arise directly or'indirectly through 
or from any business connection 
in India is income deemed to arise 
within India and it did not matter 
whether the person entitled to the 
income, profits or gains is or is 
not a resident im India. Further, 
the section nowhere stipulates 
where the income, profits or gains 
should arise or accrue in order 
that they may fall within the defi- 
nition of the section. The court 
did not accept the department’s 
view that, in order that Section 42 
should apply, thé’ income, profits 
or gains must arise outside India 
and be brought into India. The 
court held that the income, profits 
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or gains accrued to the Associa- 
tion by reason of or through the 
connection with Messrs. Turner 
Morrison & Company’s business in 
India and that all the require- 
ments of Section 42 were satisfied. 
Therefore, the income ought to be 
deemed to arise or accrue in India 
under Section 42 and the Associa- 
tion was entitled to the benefit of 
section 42 (8) and could claim 
that excess profits tax should be 
levied only on such income, profits 
or gains as were reasonably attri- 
butable to that part of the opera- 
tions carried out in India. 


PARLIAMENTARY PROCEEDINGS 


(a) QUESTIONS & ANSWERS 
Allocation of Revenues. 


Shri Oraon: Will the Minister 
of Finance state: 


(a) the amount of income-tax 
realised by the Government of 
India in the year 1949 from those 
foreign firms and firms of other 
States owning mines and factories 
in Bihar and having their head 
offices in Calcutta or Bombay; and 


(b) whether Government allot 
the apportioned part of the 
‘income-tax realised from such 
firms to the Government of Bihar 
or to the Governments of Bengal 


or Bombay? 


The Minister of State for 
Finance (Shri Tyagi) replied: 
(a) the information asked 


for is not readily available and its 
compilation would require such 
time and labour as will not þe 
commensurate with the results 
likely to be gained thereby. 


(b) The collections in speci- 
fied areas are not allocated to 
specific States but 50 per cent of 


the net proceeds of taxes on 
income are distributed among the 
States in accordance with a pres- 


eribed ratio. 
A, 
* 4 * 


Trade and Business by Foreigners 


In his written answers to 
certain questions. the Deputy 
Minister of Commerce and Indus- 
try (Shri Karmarkar) stated that 
no conditions have been prescrib- 
ed for the conduct of trade and 
business by foreigners and foreign 
firms in India nor have any rules 
been framed specifically for the 
purpose. Giving farticulars of 
foreign concerns as on 30th June, 
1948 he stated: Number of con- 
trolled partnerships, i.e, firms 
registered and operating in India, 
whose partners abroad had rro- 
yrietary rights of control was 36. 


Number of companies incorpo- 
rated outside India, having bran- 
ches in India was 465. In addition 
there were 668. .Indian Joint 
Stock Companies which were 
either subsidiaries of parent com- 
panies incorporated, abroad or 
were managed by foreign control- 

2 


led Indian Joint Stock Companies 
or a substantial portion of whose 
shares was owned abroad. 


The number of foreign firms 
granted permission to set up in- 
dustrial undertakings was 24 in 
1948 and 44 in 1949 and 47 in 
1950. 


x T 4o. 


National Savings Scheme. 

Replying to certain questions 
the Finance Minister stated that 
the net sales of National Savings 
Certificates upto the end of 
December 1950 amounted roughly 
to Rs. 128 crores. The largest 
amount collected in 1950 was from 
Bombay State. 


* x x 


Taxes in Certain Merged Stutes. 


Shri Sanjivayya: Will the 
Minister of Finance be pleased to 
state what is the amount given to 
the State of Madras during the 
years 1949-50 and 1950-51 out of 
the collection of taxes in the 
merged States of Pudukottai, 
Banganapalli and Sandur? 
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The Minister of Finance (Shri 
C. D. Deshmukh): No payments 
have been made as the State’s 
share of the net proceeds of 
income-tax collected in the merged 
States remains to be determined. 


* my x 


Insurance Companies. 


In a written answer to a ques- 
tion the Finance Minister stated 
that the number of foreign Insur- 
ance Companies carrying on life, 
fire, marine and miscellaneous in- 
surance business in India as on 
7th October, 1950 was 20, 79, 56 
and 55 respectively and that the 
number of Indian companies 
carrying on life, fire, marine and 
miscellaneous insurance business 
in foreign countries as on 31st 
December 1949 was 86, 34, 26 and 
34 respectively. 


* mt t 
(b) BILLS & ACTS. 


The Tax on Newspapers (Sales 
and Advertisements) Repeal Act, 
XXVIII of 1951 was enacted for 
the repeal of certain state laws in 
so far as they sanction the levy of 
taxes on the sale or purchase of 
newspapers and on advertisements 
published therein. It received the 
assent of the President on 5th 
May, 1915. 


The Hyderabad Public Compa- 
nies (Limitation of Dividends) 
Repealing Act, XXXI of 1951 was 
enacted by parliament ahd receiv- 
ed the assent of the President on 
13th May, 1951. By this Act, 
which is deemed to have come into 
force on the 1st April, 1950, the 
Public Companies (Limitation of 
Dividends) Regulation, 1358F, 


Sales Tax in Delhi. 
The Minister of Home Affairs 
has, by notification No, S.R.O. 615 


made by the Military Governor of 
Hyderabad on the 11th January, 
1949 was repealed. 


* < aa 


Parliament enacted the Finance 
Commission (Miscellaneous Provi- 
sions) Act XXXIII of 1951, which 
received the assent of the Presi- 
dent on the 16th May, 1951. The 
Act determines the qualifications 
requisite for appointment as mem- 
bers of the Finance Commission, 
the manner in which they shall be 
selected and their powers. 


Section 3 provides that the 
Chairman of the Commission shall 
be selected from among persons, 
who have had experience in public 
affairs and the four other mem- 
bers shall be selected from among 
persons who— 


(a) are or have been, or are 
qualified to be aprointed us 
Judges of a High Court; or 


(b) have special knowledge of 
the finances and accounts 


of Government; or 


(c) have had wide experience 
in financial matters and in 


administration; or 


(d) have special knowledge of 
economics. 


Section 4 provides that before 
appointing a person to be a mem- 
ber of the Commission, the Presi- 
dent should satisfy himself that 
that person will have no financial 
er other interests as is likely to 
affect prejudicially his functions 
as a member of the Commission. 
The Commission is vested with all 
the powers of a civil court under 


NEWS AND NOTES 
dated 28-4-’51 extended in exercise 
of the powers conferred by Section 
2 of Part C States (Laws) Act 


June, 1951, 


the Code of Civil Procedure in 
respect of summoning and enforce- 
ing the attendance of witnesses, 
requiring the production of any 
document and requisitioning any 
public record from any court or 
office. The commission is also 
given power to require any person 
to furnish information on any 
useful or relevant matter. 


$ Ņ * 


A Bill was introduced in Parlia- 
ment on the 28th April, 1951 to 
amend the Opium and Revenue 
Laws (Extension of Application) 
Act, 1950. By virtue of the Opium 
and Revenue Laws (Extension of 
Application) Act, 1950, the cases 
referred to the Income-tax In- 
vestigation Commission appointed 
by the former Travancore State 
under the Travancore Taxation of 
Income (Investigation Commis- 
sion) Act, 1124 stood transferred 
to the Commission constituted by 
the Central Government under the 
Taxation of Income (Investiga- 
tion Commission) Act, 1947. The 
main purpose of the Bill is to 
enable the Central Investigation 
Commission to exercise in relation 
to the cases transferred to it all 
the powers it has under the 
Central Act. The Bill also makes 
it clear that the life of the Com- 
mission in relation to the Travan- 
core cases is co-extensive with its 
life under the Central Act. 


Provision has also been made in 
the Bill to set right certain un- 
authorised reductions in the 
assessments made by the Chief 
Revenue Authority of Travancore, 
who was not an income-tax autho- 


rity. 


XXX of 1950 extended to the 
State of Delhi, the Bengal Finance 
(Sales Tax) Act 1941 (Bengal 


June, 1951. 


Act VI of 1941) as at present in 
force in the State of West Benga! 
subject to certain modifications 
set out under the notification. 

x = ut 


Speeding Up Income-tax 
Assessments. 
Addressing the conference of 
Commissioners of Income-tax held 
in New Delhi in May, Mr. C. D. 
Deshmukh, the Finance Minister 
said that if the methods of assess- 
ment were relaxed to some extent 
and the time that is spent in being 
too meticulous in small matters in 
accounts were spent in explaining 
the correct position to the assessee 
and reaching an agreement with 
him by reasonable negotiations, 
much better results could be 
achieved and in much less time. 
ks * x 
Voluntary Disclosures. 


On the treatment of voluntary 
disclosures, the Finance Minister 
expressed his view thus: “We hear 
so much talk that there are a large 
number of persons keen to make a 
disclosure but hardly any one ever 
comes forward to make a purely 
voluntary disclosure. There may 
be cases of quasi-voluntary dis- 
closures where some information 
is available with the department 
and the assessee volunteers to give 
the rest. There can be no question 
of charging tax at a concessional 
rate in such cases as that would be 
placing a premium on dis- 
honesty. In such cases the 
assessee had already had the ad- 
vantage of withholding large 
sums of money which should have 
been paid long ago. The only 
‘inducement that can be offered is 
to remove the fear of penalty or 
prosecution provided that the dis- 
closure is full and complete. 


* a m 
Mr. Thyagi on Tax Collection. 


In his address to the conference 
the Minister of State for Finance 


said that he sympathised with 


those assessees who had fallen in’ 


arrears for a number of years and 
felt that it might be too hard on 
them if the government insisted 
on realisation of the dues all at 
once. He advised the income-tax 
administration to approach the 
assessees “just as a bee ap- 
proaches a flower for honey”. 


4 x $ 


Arrears of Assessments. 


One of the decisions arrived at 
in the conference was that the 
Government should launch a 
special campaign to clear the 
arrears of income-tax assess- 
ments. The methods considered 
at the conference were; feasibility 
of simplification of the existing 
procedure; assistance of inspec- 
tors in assessment work and dele- 
gation of powers to officers in the 
special Investigation Branch to 
complete assessment in those cases 
where enquiries had been complet- 
ed by them. 


* k 4 


Income-tax Arrears. 


It is said that on April J, 1951 
the tax arrears stood at Rs. 152.32 
crores, but this includes demands 
subject to settlements of relief 
claims, disposal of appeals and 
also irrecoverable amounts. Re- 
ports have appeared in the Press 
of a concessional scheme decided 
upon by the Government for speedy 
recovery of immediately realisable 
amounts. Under this scheme 
which will be in operation for a 
limited period assessees will be 
allowed to pay the arrears in 
agreed instalments before the end 
of March 31, 1952 latest. In the 
meantime properties of assessees 
which are under attachment will 
not be sold. Applications under 
this concessional scheme should be 
made to the Income-tax Officer be- 
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fore July 31, 1951. If payments 
are punctually paid according to 
the agreed basis, any penalty 
levied for non-payment of arrears 
will be reduced or remitted accord- 
ing to the circumstances. 


The concessional scheme, ac- 
cording to press reports, further 
provides that the assessees will be 
allowed to bring into their 
accounts so much cash as repre- 
sents an estimated intangible 
addition to the income declared. 
This will involve no penalty, pro- 
secution or further tax. Thus 
cash representing the difference 
between the assessed income and 
the income determined by the 
Department according to the 
assessees accounts (by disallow. 
ance of sums appearing in 
accounts) will be allowed to be 
introduced without further taxa. 
tion, provided (i) the cash intro- 
duced is utilised for payment to- 
wards outstanding demands and 
(ii) the grounds of appeal or revi- 
sion against such estimated adui- 
tion are withdrawn. 


This concessional scheme will 
not apply to cases in which settle- 
ment has been made by the 
Income-tax Investigation Com- 
mission. 


It is further reported that per- 
sons making voluntary and other 
quasi-voluntary disclosures before 
August 31, 1951 will be allowed 
immunity from prosecution. In 
imposing any penalties the De- 
partment will take into account all 
the mitigating circumstances in- 
cluding the speed with which such 
disclosures are made and the ex- 
tent of the co-operation received 
from the assessee. The assessce's 
capacity to pay both the arrears 
of tax and also the current tax 
liabilities will be taken into 
account while fixing the period 
allowed for payment and also the 
rate of instalments. 


CERNE aceite 


Page Twenty-two 


Mr. T. M Venkataraman, 
B.Com., Coimbatore writes— 


May I solicit your readers’ 
views on the following problem: 


Clauses 9 and 9-A of Section 2 
of the Indian Companies Act 1913 
were the points under argument. 
A friend of mine opines that a 
company can be a manager of 
another company. According to 
Section 2 (9) of the Indian Com- 
panies Act, a manager means “a 
person who...... ” ‘Person’ has 
not been defined in the Indian 
Companies Act. Hence Section 3 
(39) of the General Clauses Act, 
1897, applies according to which 
‘person’ includes a company. Soa 
company can be a manager as 
defined in the Indian Companies 
Act. I maintain that the section 
must be read as a whole. If it is 
intended that ‘person’ should in- 
clude a company in Section 2 (9) 
there will be no need to put the 
word ‘company’ after ‘person’ in 
Section 2 (9-A) which defines 
‘Managing Agent’ as a person, 
firm or company...... The defini- 
tion in the General Clauses Act is 
repugnant to the context and 
hence it does not apply. The 
word ‘person’ in Section 2 (9) does 
not include a company. 


* * xk 


Mr. Rameshchandra S. Gandhi, 
Ahmedabad writes requesting the 
views of the readers on the follow- 
ing points whether— 


(i) The annual general meeting 
required to be held under Sec. 76 
and the general meeting required 
to be held under Sec. 181 of the 
Indian Companies Act, 1913 are 
one and the same? 


(ii) Can a company hold its 
annual general meeting under Sec. 
76 without laying before it the 
annual accounts and the Balance 
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“Sheet? Can it call another general 


meeting for passing the same? Is 
it compulsory that the annual 
accounts and the Balance Sheet 
should be laid’before the annual 
general meeting under Sec. 76? 


(iii) If both the meetings are the 
same, why there are separate 
penal clauses? 


(iv) Can the Registrar extend 
the period for holding the annual 
general meeting under Sec. 76? 


“T personally believe that those 
two meetings are quite different.” 


- 


Mr. P. N. Swaminathan, Cal- 
cutta writes— 


With reference to the query 
raised by Mr. Dhawan in the April 
issue of the Bulletin, I am of 
opinion that what Mr. Dhawan 
assumes is correct. The decision 
given by the House of Lords in 
Southern Foundries (1926) Ltd. 
vs. Shirlaw throws ample light in 
construing whether the fact of 
mentioning of the name of a parti- 
cular person in the Articles of 
Association of the company as 
auditor of the company can be 
deemed as an appointment or not. 
The mere stating in the Articles 
that a certain person will be 
appointed or is proposed to be ap- 
pointed as auditor of the company 
does not constitute a valid agree- 
ment between the company and 
that person, who happens to be a 
third party. It after all goes to 
prove that the company has onlv 
an intention of appointing him as 
auditor of the company. Hence if 
it is to be taken as a regular ap- 
rointment, there must be an offer 
by the company and its acceptance 
by the proposed person. It may 
be expressed or implied. 


June, 1951. 


Mr. R. P. Mathan, Chartered 
Accountant, Calcutta writes: 


With reference to the query 
raised by Sri S. N. Dhawan in the 
April issue of the Bulletin, I may 
write that the appointment of the 
first auditors by the Articles of 
Association is not regular. The 
first auditors must be appointed 
by a resolution of Board of Direc- 
tors and would hold office until the 
first annual general meeting unless 
removed by a resolution of the 
company in general meeting. 


* * 4. 


Mr. V. Ranganatha Rao, Coim- 
batore writes: 


“With reference to the query of 
Mr. 5. P. Mehta, M.Com., publish- 
ed in the May issue of the Bulletin, 
{ am of opinion that Section 23 
(1) of the Indian Companies Act, 
1913 states that “on the Registra- 
tion of the Memorandum of a 
Company the Registrar shall 
certify under his hand that the 
Company is incorporated, and in 
the case of a Limited Company 
that the Company is limited.” 
Hence the Certificate of Incorpo- 
ration cannot be otherwise than 
as stated in the section. No men- 
tion, it seems, be made in the 
certificate whether one is a Public 
Limited or Private Limited Com- 
pany. If it has been stated as a 
“PRIVATE LIMITED COM- 
PANY” in the certificate, in my 
opinion, it is necessary that 
another certificate making no 
mention about “Public” or 
“Private” therein be obtained 
from the Registrar.” 


June, 1951. 


Mr. P. C. Madan, Chartered 
Accountant, Jabalpur writes sug- 
gesting that it will create a very 
healthy atmosphere for the new 
entrants to the profession of 
Chartered Accountants cf India 
if the Council of the Institute of 
Chartered Accountants of India 
would hold a convocation once 
every year for the award of 
very hard-earned qualification of 
the profession, just as convoca- 
tions are held by universities for 
the granting of the university 
diplomas and certificates. He 
feels that it will be a great thing 
4f this suggestion be given affect 
to as early as possible. 

u % -<4 


The Secretary, Society of Audit 
Apprentices, Delhi writes that on 
16th May a meeting of the exami- 
nees for the final Chartered 
Accountants’ Examination, Delhi 
centre was held under the auspives 
of the society, when certain resolu- 
tions were passed, the principal 
point in them being that the 


examination papers set for the 


examination held in May 1951 was 
of a very high standard making 
it appear as if its view was to 
‘make the examination impossible 
rather than to examine the candi- 
date. They also resolved that in 
view of the striking departure 
made from the usual mode of set- 
ing the papers, they would re- 
quest that there should be re- 
examination in Advanced Ac- 
countancy paper I and II and they 
were prepared to pay the neces- 
sary fees. They also complained 
the absence of coaching facilities 
and the paucity of books dealing 
with the topics and questions set 
in the account papers. 
a * * 


Mr. R. C. Bhargava, Chartered 
Accountant, Lucknow writes: 

“At a time when the Council of 
the Institute of Chartered Ac- 


CORRESPONDENCE 


eountants of India are considering 
to invite the attention of the 
Central and various State Govern- 
ments to the fact that the main- 
tenance of a panel of Chartered 
Accountants to audit the accounts 
of co-operative societies was not 
desirable and that every Charter- 
ed Accountant irrespective of 
duration of practice be eligible to 
so do the Government of Uttar 
Pradesh (Office of the Registrar, 
Co-operative Societies, Uttar Pra- 
desh, Lucknow) ‘are according 
preference to the retired members 
of the Co-operative Department in 
the selection of auditors of the Co- 
operative Societies and Banks 
over the Chartered Accountants. 


The matter requires serious 
attention of the Council and of 
the senior members of the pro- 
fession. At this crucial stage 
when technical and scientific 
knowledge and systematic work- 
ing is badly needed the qualified 
accountants are being scrapped out 
in the nameof old and experienced 
hands of the Department. ‘here 
is nothing to grudge that who has 
served the Department all through 
knows full well the details but, I 
may say, it is a matter of audit 
and inspection and not mere 
routine and should be done by a 
man outside the Department and 
who has specialised in that parti- 
cular branch of learning. 


* 4% * 


Mr. P. S. Subramaniarn. A.C.A., 
Coonoor writes: 


As a matter of interest to mem- 
bers of the profession, I give below 
extracts from the address given by 
Mr. H. G. Ash, presiding over the 
Annual General Meeting of the 
Institute of Chartered Acconn- 
tants of England and Wales held 
in London on the 2nd May 1951, 
as extracted from “The Times.” 
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Mr. H. G. Ash, President, 
referred to three of the matters 
arising out of the Carr-Saunders 
report. First, the recommenda- 
tion which would involve raising 
to at least 18 years the age at 
which articles may be entered into. 
The Council has no desire to dis- 
courage young people from conti- 
nuing their education to as late an 
age as they wish, but the Council 
takes the view that it would be 
unjust to close the door to persons 
between the ages of 16 and 18. 


The second matter is the pro- 
posal which would involve consi- 
derable interference with the Ins- 
titute’s examination system, by 
way of revision of syllabuses and 
the granting of exemptions based 
on the National Certificates for 
Commerce. There is probably no 
feature of a professional body 
with responsibilities such as those 
carried by the institute which is 
likely to be more closely guarded 
than its examinations. It ia the 
Council’s duty to the present and 
future member of the institute 
and to the public to resist interfer- 
ence with control of its own 
examination system, which is con- 
stantly under review. 


The third matter is the alarming 
proposal for adoption of the 
‘sandwich’ principle during the 
articles whereby courses in techni- 
cal and commercial colleges weuld 
be taken in the day-time concur- 
rently with practical training. It 
would be difficult to visualise any 
proposal so remote from the reali- 
ties of the profession or so preju- 
dicial to the interests of articled 
clerks in acquiring the knowledge, 
experience and training which is 
so essential. 
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Mr. K. Henry John, A.C.A., 
Chartered Accountant, Member- 
ship No. 1681 has commenced 
practice at Chittoor from Ist 
April, 1951 and his office is situat- 
ed at High Road, Chittoor 
(M.S.M.), Chittoor Dt. 


* a * 


Mr. V. Venkataraman, A.C.A. 
(No. 1827) has changed his resid- 
ence to No. 78, Satyamurthi Road, 
srinivasanagar, Egmore, Madras. 


ba * “f 


Shri S. Y. Mehendale, A.C.A., 
Chartered Accountant (No. 1667) 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neves- 
sarily as authoritative as the re- 
solutions of the Council would be. 


Printed by E. Sendall at the Associated Printers (Madras) Ltd. 165, Mount Road, Madras. 


PERSONAL NOTES 


notifies his change of address as 
“S. Y. Mehendale, A.C.A., Char- 
tered Accountant, 34/9, Yerand- 
wana, Poona-4”. 


* 2 * 


sri P. T. Sampath Kumaran, 
A.C.A., enrolment No. 1692 has 
commenced ‘practice as Chartered 
Accountant at Purushotham 
Buildings, Mount Road, Madras. 2 
under the name and style of 
“Sampath Kumaran & Co,”’ 


¢ 
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Messrs. Dharwan & Co., Char- 
tered Accountants have shifted 


BUSINESS NOTICE 


Every effort will be made to 
post a cọpy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 


by 8. Suryanarayan, F.C.A. 


June, 1951. 


their office to 17,. Faiz.. Bazaa 
(opposite Post Office), Delhi. 


-> 


‘ ae 

Messrs. S. Viswanathan, Char- 
tered Accountants have shifted 
their office to Room _ No.__ 29, 
Bombay Mutual Buildings Annexe, 
Madras. Their- telephone No. 
3434 continues to be the same. 

x 1k 7 Y 

Mr. L. Rangamani, A.C.A. 
enrolment No. 1969 has joined the 
services of Messrs. Kaleswarar 
Mills Ltd., Coimbatore as account- 
ant with effect from 16th May, 
1961. 


ments, New Delhi, and all com- 
munications relating to matters 
to be published in the Bulletin, 
such as correspondence, special 
articles and personal notes should 
pe addressed to the Editor, Post 
Box No. 1354, MADRAS—1. 
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EDITOR’S NOTES 


Members would have received by 
now the circular issued by the 
Secretary informing them of 
the meeting of the Law Committee 
of the Council at Kanpur on the 
21st of this month to consider the 
Bill No. 56 of 1951 to amend the 
Income-tax Act of 1922. It was 
introduced in Parliament on the 
6th June 1951. As the Bill seeks to 


“make amendments of far-reaching 


consequence, it is hoped that 
members will take keen interest 
in this and send their suggestions 
to the Law Committee in time 
for their consideration. The editor 
will deal with the amendments in 
the light of the decisions of the 
Law Committee in the next issue. 


e * * 


The Second Annual Meeting of 
the Council of the Institute will be 
held in New Delhi on the’ lith 
August 1951 and will continue on 
the 12th and 8th. It will be 


inaugurated by the Honourable 
the Finance Minister, Shri C. D. 
Deshmukh at 3-30 p.m. on the 
lith at the Constitution Club Hall, 
Curzon Road, New Delhi. Al} 
members of the Institute who 
happen to be in Delhi on that day 
or who are interested in attending 
the inauguration are invited to 
the function. 
% * * 


In view of the proposed amend- 
ments to the Income-tax Act by 
the Government of India the note 
on the report of the Millard 
Tucker Committee appearing else- 
where in this issue will be a 
matter of special interest to 
members. ` 

x tt k 

Elsewhere in this issue notifica- 
tions issued by the Council giving 
the names of candidates who have 
come out successful in the first 
and final Chartered Accountants’ 
examinations held in May 1951 are 
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published. The analysis of the 
results are as follows :— 


le C.A. Examination: 


No. of candidates appeared 285 
Na of candidates who have 
come out successful 4" 


This works out to nearly 14.4% 


Final C.A. Examination: 

(1) No. of candidates who 

~ sat for both groups 

Of the above, number of 

candidates who passed in 
both groups are 8 

No. of candidates of the above, 
who passed in group I only T 

No. of candidates of the above 
who passed in group II only 43 

{2) No. of candidates who sat - 
for group I only 

Of the above, number of 
candidates who completed 

‘ their final C.A. examina- _ 

tion by passing group I 7 

No. of candidates of the 
above, who passed in group 
I and have yet to pass in . 
group H 3 


249 


128 


NOTIFICATIONS BY THE COUNCIL 


No. 3-CA (1307) /50, New Delhi, 
dated the 20th June 1951. 


With reference to the notifica- 
tion No. 12-CA (1)/50 dated the 
10th October 1950 of this ‘Insti- 
tute, it is hereby ‘notified that in 


exercise of the powers conferred 
st X: Egi 


No. 10-CA (6)/50. In pursuance 
of clause 3 of Regulation 10 of the 
Chartered Accountants Regula- 


(3) No. of candidates who 
sat for group IT only 

Of the above, number of 
candidates who completed 
their final C.A. examination 
by passing in group II 31 

No. of candidates of the above 
who passed in group II and 
have yet to passin groupI 14 

Taking the parts independent- 
ly the position is: 


153 


(a) No. of candidates who sat 
for examination in Part I 
with or without Part IT 

Of the above, number of 
candidates who came out 
successful 25 


This works out about 6.6% 


37T 


(b) No. of candidates who sat 
for examination in Part II 
with or without Part I 

Of the above, number of 
candidates who came out 
successful 96 


This works out to 29.3%. 
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by Regulation 18 of the Chartered 
Accountants Regulations, 1949, the 
Council of the Institute of Char- 
tered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 
15th June 1951, the name of Shri 


* y. % 


tions, 1949, it is hereby notified 
that the Certificates of Practice 
issued to the following gentlemen ` 


July, 1951. 


Copies of. the Chartered 
Accountants Act and the Chartered 
Accountants Regulations and the 
necessary appendices to them are 
now available in a book forin from 
the office of the Institute of Char- 
tered Accountants of India at a 
cost of Rs. 3 per copy including 
postage. Copies are also available 
with the following gentlemen :— 


shri N. M. Shah, F.C.A.. 
Messrs. Shah & Co., 
Chhotalal Bhuvan, 

418, Kalbadevi Road, 
Bombay-2. 


Shri, C. S. Sastri, F.C.A., 
Messrs. Sastri & Shab, 
15, Armenian Street, 
Madras. 


Shri S. Ghose, F.C.A., 
Messrs. S. Ghose & Co., 
10, Mercantile Building, 
Lall Bazar Street, 
Calcutta. 


Ardeshir Sorabji DeVitre, C/o 
Messrs. A. F. Ferguson & Co., 
Chartered Accountants, Allahabad 
Bank Buildings, Apollo Street, 
Fort; Bombay, (membership No. 


1807). G. P. KAPADIA, 
President. 
+ x xe 
shall stand cancelled during the 


period shown against their names, 
namely: 


Membership Period during which the 


S. No. Number. 
1. 1925 
2. 1966 


Í Name and Address. 


Shri V. Rajagopalan, 
Chief Accountant, 


Certificate of Practice 
shall stand cancelled. 


1—4-1951 to 30-6-1951. 


A NR ag 


Government Electricity Department, 


MADURAI. 
Shri Mrityunjay Banerjee, 


C/o Messrs. George Read & Co., 
1, Auckland Villas, Gandhi Road, 


DARJEELING. 


(Sd.) G. P. KAPADIA, 


17-5-1951 to 30-6-1951. 


President. 


July, 1951. 
NOTIFICATION 


In pursuance of Regulation 28 of the Chartered 
Accountants Regulations, 1949, the names of candi- 
dates who have been declared successful in the 
First Examination held under these Regulations in 
May, 1951 are hereby published for general 
information. 


Sl. No. Roll No. Name. 


1 278 Ahuja, Gurdial Singh 
-2 128 Ayyar, A. Padmanabha 
3 308 Ayyar, 5. Ramasubramania 
4 221 Behramkamdin, Soli Peshotan 
5 183 Bhadri, Thogari Veera 
6 247 Bhansali, Ravivadan Narbheram 
7 284 Bhatia, Iqbal Singh 
8 222 Bhave, Shashikumar Raghunath 
9 6 Chengiah, A. 
10 160 Joshi, Popatlal Dahyalal 
11 145 Kirrpalani, Ram Metharam 
12 16 Kodandaramamurti, Mullapudi 
13 106 Krishnadoss, Sundaresaier 
14 18 Krishnan, Rangaswami 
15 44 Krishnan, Thodur Madbusi 
16 80 Kuruvilla, Samuel 
17 113 Lakshminarayanan, R. 
18 286 Madan, Kanwar Bhan 
19 282 Marfatia, Prafulla Ishwarlal 
20 17 Mathai, Jacob 
21 167 Menon, P. Vasudeva 
22 34 Nair, K. Kasiviswanathan 
23 296 Nanda, Mahendar Krishan 
24 248 Nandi, Hrishikes 
25 166 Oke, Gangadhar Shankar ` 
26 150 Panikkar, V. N. Prabhakara 
au 8l Paul, P. P. 
28 302 Phatak, Shriram Balkrishna 
29 21 Ramaswami, Vengarai Doraiswami 
30 V7 Rao, C. V. L. Narasimha 
31 66 Rao, R. 5. Jagannatha 
32 36 Rao, Sreenivasa Govinda Rama 
33 267 Roy, Sukumar 
34 191 sankaranarayan, Vaidyanathan 
35 275 Srivastava, Shyamji 
36 200 Tata, Marzban Rustomji 
8T 159 Vachha, Adi Jamshedji 
38 111 Varghese, K. V. 
89 19 Venkateswaran, R. V. 
40 311 Verma, Maliram 
41 246 Wadia, Adi Rustomji 


(G. P. KAPADIA), 
President. 
. Nole.—The following candidates will be awarded 
Certificates of Merit. 


Page Three 


Sl. No. Roll No. Name. 


I. 30 Kuruvilla, Samuel 
IT. 248 Nandi, Hrishikes 
ITI. 44 Krishnan, Thodur Madbusi > 


The G. P. Kapadia First President Silver 
Medal] will be awarded to Samuel Kuruvilla. 
(G. P. KAPADIA), 
President. - 


NOTIFICATION 


16th July, 1951. 


No. 7-CA (12)/51.—In pursuance of Regulation 
28 of the Chartered Accountants Regulations, 1949, 
the lists of candidates containing names of those who 
have been declared successful in the Final Examina- 
tion, held under these Regulations in May 1951, and 
of those declared passed only in Group I or only in 
Group II of that examination are hereby published 
for general information. 


I. List of candidates who have been declared 
successful in the Final Examination. 


SI. No. Roll No. Name. 


1 371 Bagaria, Lakshaman Prasad 
2 All Biswas, Anil Kumar 

3 392 Biswas, Nikhilesh Chandra 
4 44 Captain, Adi Dhunjishaw 

5 258 Chacko, V. J. 

6 431 De Sarkar, Sukumar 

q : 205 Dikshit, Vachaspati 

8 176 Dugar, Sajjan Mal 


9 242 Gandhi, Shiv Chandar 
10 180 Goswami, Balkrishan 
11 519 Guha Roy, Promathesh 
12 373 Gupta, Amal Chandra 
18 419 Gupta, Salil Kumar 
14 88 Jhavar, Harinarayan — 
15 178 Khullar, Ranjit Rai 
16 175 Madan, Raghunandan Lal 
i7 119 Mathew, Polachirakal Cunjuninan 
18 117 Mistry, Nariman Darabshaw 
19 ATT Mitra, Sunil Chandra 
20 410 Mookherjee, Lakshmipada 
21 424 Nag, Somendranath 
Ze 250 Narayanan, Arcot Chengiah 
28 359 Narielvala, Pestonji Mancherji 
24 145 Patel, Pranjivan Baldevdas 
25 362 Philipose, C. P. 
26 9 Pinto, Sydney Leonard 
27 255 Prabhakaran, S. 
28 81l Prabhu, Narasimha Purushothama 
29 817 Raju, T. S. 


_ - ad - m — 
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Sl. No. Roll No. Name. 


50 837 Ramakrishna, S. 

81 324 Ramamurthy, Anthey 

82 315 Ramanayya, Duggisetty Venkata 
33 300 Ramaswamy, Ananthakrishna 
34 52 Rao, M. D. Srinivasa - 

35 309 sankararaman, T. S. 

36 262  Santhanam, V. 

3T 545 Sen, Niladrinath 

38 457 sengurta, Santi Prasad 

39 35 Shah, Kantilal Mohanlal 

40 58 Shah, Pravinchandra Chandulal 
41 308 Sivasubramanian, N. 

42 346 Subrahmanyam, Kasturi 

43 251 Sundaram, V. M. 

44 112 Talati, Himatlal Mulji Bhai 
45 188 Titina, Noshir Rustomji 

46 114 Vohra, Satyendra Mahasukhrai 


II. List of candidates who have been declared:: 


passed only in Group I of the Final Exanrination 


held in May, 1951. z 


Sl. No. Roll No. Name. 


1 241 Arjunan, K. A. -- 

2 557 Basak, Braja Bashi 

3 458 Chakrabarti, Banikantha 

4 520 Das Gupta, Phanibhushan 

5 6 Gandevia, Jehanbux Jehangirji 

6 193 Goswami, Prabh Dayal 

7 331 Kannan, S. 

8 422 Nandy, Ajit Kumar : 
9 272 Narayaneswamy, Gopalakrishna 
10 235 sankarasubrahmani, 5. 


III. List of candidates who have been declared 


passed only in Group II of the Final Examination | 


hed in May, 1951. 


Rank No. Roll No. Name. ' 
1 447 Bandyorpadhayva, Tarun Kumar 

2 462 Bandyopadhyay, Nirmalendu 

3 174 Bhatia, Narsingh Dev 

4 471 Bhatacharyya, Manabendra 

5 482 Bhattacharyya, Subhas Chandra 

6 233 Bishambhu, Vas Dev i 
7 558 Bose, Kalyan Moy an 
8 554 Chatterjee, Krishna Pada 


9 127 Chinoy, Abdul -Malik 
10 97 Dave, Madhusudan Ambalal 
11 38 Desai, Dhirajlal Manibhai 
12 1 Desai, Rohit Rajendra 
18 288 Doraiswami, N. R. ~- a 
14 340 


Easwaran, Melmangalam Rama- 
swami 7 
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Sl. No. Roll No. Name. 


15 217 Garg, Chandra Mohan 

16 393 Ghosh, Bimalendu 

17 212 Ghuliani, Mohanlal 

18 182 Gupta, Suresh Chandra 

19 B01 Jacob, Edavumelil Varkey 

20 370 Jajodia, Narain Prasad 

21 8 Jasubhoy, Rusy Hirjibhoy 

22 271 John, M. C. 

23 22 Joshi, Mukund Prabhuram 

24 121 Joshi, Prabhakar Gopal 

25 282 Kapur, Jugal Kishore 

26 108 Kelkar, Ramchandra Hari 

27 16 Khan, Mohomed Hanif Mohomed 
Usman 

28 203 Khanna, Prem Kishore 

29 485 Mandal, Jagabandhu 

30 192 Mathur, Sat Narain 

31 50 Mehendale, Krishnaji Vaman 

32 58 Mehta, Sumantkumar Dalpatrai 

33 319 Menon, Ambadi Kochunny 

34 15 Narayan, Thalore Viswanath 

35 296 Narayanan, M. R. 

36 98 Parekh, Jayant Manibhai 

37 91 Parikh, Madhuvandas Natwarlal 

38 64 Patel, Shrikant Chaturbhai 

39 486 Pathak, Sisir Kumar 

40 “12 Patva, Sumant Manilal 

4l 294 Raghavachari,, Kasturi Varada- 

l chari | 

42 2.98 Ramana Rao, Mallimadugula 
Venkata 

43 259 Rao, Chillara Ramakoteswara 

44 802 Sampath, Magaral Shanmuga 

45 65 Sanghavi, Chhotalal Nimchand 

46 202 Saxena, Krishna Pershad 

47 386 Sen, Biswaranjan 

48 400 Sen, Kamalendu 

49 60 Shah, Gunvantlal Jeshingbhai 

50 14 Shah, Rasiklal Dalsukhbhai 

51 194 Sharma, Lajpatrai 

52 823 Shetty, K. Vittala 

53 243 Subrahmanyan, Radhakrishna 

54 278 Unni, Cheeran Ipe 

55 66 Vasa, Hariprasad Vadilal 

56 247 Venkatesan, Thalaiyur 
Ananthanarayana 

57 134 Virjiani, Karsandas Tulsidas. 


(G. P. KAPADIA), 


President. 


Note.—The following candidate will be awarded 
Certificate of Merit. Mert. 
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Rank No. Roll No. Name. 
“Ts 359 Narielvala, Pestonji Mancherji 
1. The G: P. Kapadia First President Gold 3. 


Medal will be awarded to Pestonji Mancherj1 


Narielvala. 
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on Auditing will be awarded to Himatlal 
Muljibhai Talati. 


The N. M. Shah Prize for the best paper on 
Taxation & Cost Accounting will be awarded 


to Pestonji Mancherji Narielvala. 


2. The A. F. Ferguson Prize for the best paper 


f, 





. (G. P. KAPADIA), 
President. 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 


AND THE CENTRAL BOARD OF REVENUE. 


Ministry of Commerce and Indus- 
try, New Delhi, the 21st May 1951. 


No. 95-ITC (P.N.) 51. 
IMPORT TRADE CONTROL 


Subject: Licensing of woollen 
piecegoods of 14 oz. or less 
per square yard to tailoring 
establishments during 
January-June 1961. 


The attention of the importers 
is invited to the entries against 
Serial Nos. 186 (a) and 187 (a) 
of Part IV in Appendix “C” to the 
late Commerce Ministry’s Public 
Notice No. 150-ITC (P.N.)/50, 
dated the 15th December 1950 and 
the Public Notice No. 28-ITC 
(P.N.)/51, dated the 14th Feb- 
ruary 1951. 


2. It has been decided that 
though established importers who 
apart from being engaged in the 
import trade were maintaining 
their own tailoring establishments 
and selling woollen garments 
manufactured or tailored from the 
woollen piecegoods which they 
imported should receive some 
extra weightage in future import 
licensing. While the extent to 
which extra facilities can be given 
to importers falling in this class 
has not yet been finally decided, all 
importers who wish to avail of 
this concession should send in a 
statement as in Annexure A of 
this Public Notice duly certified 
by their chartered accountants to 


the Chief Controller of Imports, 
New Delhi, so as to reach this 
office not later than 25th June 
1951. 


x me * 


Ministry of Finance (Communica- 
tions), New Delhi, the 
28th May 1961. 


S.R.O. 871.—The Central Gov- 
ernment hereby directs that the 
following further amendment 
shall be made in the Rules for the 
guidance of depositors in the Post 
Office Savings Banks, namely :— 


In the said Rules, for the Eacep- 
tion below rule 4, the following 
Exception shall be substituted, 
namely :—- 


“Hxeeption.—This prohibition, 
however, does not apply to the 
supply of information to the 
Income-tax Authorities.” 


S. SAN KARAN, 
Dy. Secretary. 


ia X * 


Central Board of Revenue, New 
Delhi, 31st May 1951. 


Income-tax 


S.R.O. 873.—In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board: of 
Revenue directs that the following 
further- amendments.shall-be made 


in the schedule appended to its 
notification No. 32. Income-tax, 
dated the 9th November 1946, 
namely :—— 

In the said Schedule-— 

Under the sub-head ‘I-Madras 
and Mysore’— 


(a) After entry ‘(19) Kolar’ 
under Madras ‘A’ Range, 
the entry ‘(20) Coorg’ shall 


be added. 
(b) The entry ‘(7) Coorg’ 
under Coimbatore Range 


shall be deleted and the 


entries “(8)” and “(9)” 
shall be renumbered as 
Ki (7)” and “(8)”. 
S. P. LAHIRI,. ' 
Secretary. 
x * % 


Ministry of Finance, New Delhi, 
the 4th June 1951. 


S.R.O. 869.—In exercise of 


“the powers conferred by Section 


53 of the Banking Companies Act, 
1949 (X of 1949), and on the 
recommendation of the Reserve 
Bank of India the Central Govern- 
ment hereby declares that the 
provisions of Section 24 of the 
said Act shall not apply to 
any banking company for a period 
of one year in so far as they— 
ee a 

(a) require the .inclusion of 
borrowings by the banking 
company from the Imperial 
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Bank of India in computing 
the time and demand liabi- 
lities in India of the bank- 
ing company; and 


(b 


N 


preclude the maintenance 
by the banking company of 
the amount specified in that 
section in the form of 
approved securities which 
are lodged with another 
institution for an advance 
or other credit arrange- 
ment, such securities being 
valued at a price not ex- 
ceeding the current 
market price less the extent 
to which they have been 
arrangements in regard to 
drawn against or credit 
them have been availed of. 


* x * 


Ministry of Finance (Department 
of Economic Affairs), New Delhi, 
the 6th June 1951. 


S.R.O. 892.—In exercise of the 
powers conferred by section 53 of 
the Banking Companies Act, 1949 
(X of 1949), the Central Govern- 
ment, on the recommendation of 
the Reserve Bank of India, herebv 
declares that the provisions of 
section 24 of the said Act, in so far 
as they relate to the liabilitics in 
the ‘Closed Fund’ or ‘Old Fund’, 
shall not apply to the Bank of 
Assam Ltd., Shillong. 


S. K. SEN, 


Dy. Secretary. 


* % 7k 


Central Board of Revenue, New 
Delhi, the 6th June 1951. 


S.R.O. 896.—In pursuance of 
sub-section (4) of section 5 of 
the Indian Income-tax Act, 1922 
(XI of 1922), the Central Board 
of Revenue directs that the follow- 
ing further amendments shall be 
made in the Schedule appended to 
its fiotification No. 82 Income-tax, 


dated 9th 


namely :— 


November, 1946, 


Patna 


Patna 

special Circle, Patna 

Gaya 

Shahabad 

Dhanbad Circle 

Colliery Circle, Dhanbad 
Santhal Parganas 
Hazaribagh 

Special Survey Circle, 
Patna (in respect of 
persons who have their 
principal place of business 
in or reside in the jurisdic- 
tion of Income-tax Circles 
specified in entries (1) to 
(8) above), 


oan & oc & CoN Fe 


4 


Muzaffarpur 


‘Muzaffarpur 

Champaran 

Saran 

Darbhanga 

Purnea 

Bhagalpur 

. Monghyr 

Special Survey Circle, Patna 
(in respect of persons who 
have their principal place 
of business in or reside in 
the jurisdiction of Income- 
tax Circles specified in 
entries (1) to (7) above). 


DAN rar WN E aaa 


Ranchi 


Special Circle, Ranchi 
Salary Circle, Ranchi 
Ranchi-Palamau Circle 
Manbhum Sadar 
Singhbhum Circle 
Jharsuguda 

Special Circle, Cuttack (in 
respect of persons who 
have their principal place 
of business in or reside in 
the jurisdiction of Income- 
tax Circle, Jharsuguda) 


~] oO Ott GO RO ke 


8. Special Survey Circle, 
Ranchi (in respect of 
persons who have their 
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principal place of business 
in or reside in the jurisdic- 
tion of Income-tax Circles 
specified in entries (1) to 
(5) above). 


Cuttack 


1. Special Circle, Cuttack (in 
respect of persons who have 
their principal place of 
business in or reside in the 
jurisdiction of Income-tax 
Circles in Cuttack Range 
excluding those in the juris- 
diction of I.T. Circle, 
Jharsuguda) 

Cuttack Circle 

Baripada 

Berhampur 

Rayagada 
Special 


Oo om & NO 


Survey Circle, 
Ranchi (in respect of 
persons who have their 
principal place of business 
in or reside in the jurisdic- 
tion of the Income-tax 
Circles specified in entries 
(1) to (5) above). 


K. B. DEB, 
Under Secretary. 


* x + 


Ministry of Finance (Revenue 
Division), New Delhi, the 
19th June 1951. 


Income-tax 
No. 54.—It is notified for 
general information that the 


Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Madras 


The Tamil Valarchi 
Kazhagam. 
^r S, P. LAHIRI, 
t merna Pe" Dy, Secretary. 


428. 
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. ANNEXURE A . 
Form of Auditors Certificute 
Statement furnishing particulars required in Public Notice No. 95-ITC (P.N.)/51 for addi- 
tional licences for import of woollen fabrics to be used by importers having “tailoring” establishments also. 








Number of work- Quantities of (imported as well as 
y Value of men employed in Gross annual sales indigenous) materials used in the 
ea exports. the tailoring de- of tailored woollen applicant’s establishment. 
partment. Foe Woollen. Cotton. 
1 2 3 4 5 6 
1946-47 No. Rs. Rs. Oty, Qty. 
1947-48 
1948.49 
1949-50 
1960-’51 
I solemnly declare the above statement to be true and correct to the best of my knowledge. 
Signature of the Proprietor/Director/Partner/Manager or of Messrs. 


i Certifieate of Auditor. 


Wi Meee ees Chartered Accountants and practising at ........-.. ccc eee eee do hereby 
certify that the above statement has been prepared/checked and verified by us from and with refer- 
ence to the Stock Books and other documents in the possession of the firm/individual/company 
maintained by them/him in the course of their/his business. - 


. Signature of the Chartered Accountant ............eeeeeee 
os Membership No. .........-....5 OL VERY a5 coke Swe tava ee eee 
Place Date,........ oe 


E. J. BENJAMIN, 
Chief Controller of Imports, 





z MEMBERSHIP 

LIST OF MEMBERS ENROLLED DURING JUNE 1951. 
Member- Date of 
ship No. p omp PIAS Enrolment 

ASSOCIATES. l 
2008 Shrikrishna Prabhakar Jatar Jabalpur * 2-6--51 
2009 Subimal Chatterji Calcutta 2-6-51 
2010 C. Krishnan Karaikudi 2-6-51 
2011 * Krishnaier Ram Madras 2-6-51 
2012 Lal Bahadur : New Delhi 12-68-51 
2018 * Pindiprolu Kameswara Rao Guntur 12-6--51 
2014 Subbier Nagaratnam Madras 12--6—51 
2015 Mohit Kumar Niyogi Calcutta 13-6—51 
2016 Kanti Chand Bansal Kasganj 14-6—51 
2017 * Vishnubhai Bhagwandas Haribhakti Bombay 15-651 
2018 Vallioor Krishna Aiyer Krishnan ` Bombay 15-651 
2019 è? Framroze Mahiarji Mirza Bombay 15—6-51 
2020 Sham Tehmurasp Byramji, Daruwala Bombay 18-6--51 


2021 Percy Bomanji Daruvala Bombay 18-06-61 
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Membership No. 


Name 
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2022. * Damodar Krishna Kelkar 
2023 Veerappa Rangaswamy 
2024. Jacob Tharien aa 
2025 N. Sam Singh l 

2026 Viswanadham Venkata Srinivasa Sastry 
2027 Panalal Mannalalji Nagar , 

2028 H. N. Ananthapadmanabha Rac zr 
2029 T. Velu Pillai -` 

2030 Trichinopoly Muthu Siva Subramaniam 
2081 Arvind Harmukhrai Dalal l 
2032 Avtar Krishan Mittal 

FELLOWS, 

422 Homi Jamshedji Vacha “= 
914 Chittur-Krishna Iyer -Venkataram + 

1708 Alampallam Subramania Iyer Krishnan 
1023 Manubhai Bhikabhai Shah ` 
1046 Madhao Purushottam Chitale 

606 S. V. Sri Ramulu 

649 Ramachandra Jayaraman , 
1056 Tilak Raj Chadha . i j 
831 Yeshwant Trimbak Kotke 

458 Kaikhushru Eduljee Baria 
1061 


* Denotes not in practice. 


Balvantrai Dayabhai Desai 


Place Date of 
enrolment 
Satara 186-51 
Bangalore 19-6-5651 
~ Quilon i 1319-6-51 
Shimoga 21-60-51 
Rajahmundry 21-66-51 
Bombay 21-68-51 
Mysore 22--6—5İ 
Ernakulam 2a-§—5 1 
Bangalore . 22—0—9 L 
Bombay 25—6—b1 
Calcutta 26—6-—-51 
Bombay 1-6-51 
Trivandrum - 1-6-51 
Bombay .- 1-6-51 
Madras 9—G—-31 
Bombay 9—6~-51 
Satara 18—-6~51 
_. Pudukottah 136-51 
New Delhi 146-51 
Indore 15-6-5651 
Hyderabad (Dn.) 22-60-51 
Bombay 22-6—51 


Shri Rustom Navroaz Adarbad, Ahmedabad (Membership No. 73) has been admitted as a Fellow 
Member of the Institute on 29th March 1951. 


* * = 


STATISTICS FOR THE MONTH OF JUNE 1951. 


4 : i . * 
Associates enrolled .. 25 
Fellows admitted . G i 
Associate restored. .... IÍ 

Gertificate of Practice issued: 
~ Associates ne "26 


Fellows 2 geet LO 


at 
i 


~ t 


Termination of Membership, Nil 


Cancelation of Certificates of 
Practice: l 


Associates converted into 
Fellows l .. 10 
Associates .. Nil 


Fellows . Nil 
Articles registered .. Of 
Articles cancelled .. Nil 
Audit clerks registered .. 20 
Audit clerks’ registration | 
cancelled .. Nil 


REPORT OF THE MILLARD TUCKER COMMITTEE 3 


On the 17th June 1949, the 
Chancellor of the Exchequer ap- 
pointed a committee with Mr. 
James Millard Tucker, K.C. as 
Chairman “to enquire’ into the 
method of computing net trade 
profits for the purpose of charging 
them to income-tax and ‘to consider 
the question of the basis period to 


be taken in assessing the lax on 
the frofits so ascertained; to 
enquire into the method of com- 
puting net profits for the purpose 
of charging them to Profits Tax— 
and to report upon any alterations 
of the tax law which may be 
desirable.” The report of the 
committee which was recently 


published deserves to be carefully 
studied. Although -the taxation 
laws in force in the United King- 
dom and the problems connected 
therewith differ in several res- 
pects from those in India and the 
taxing: statutes of the two coun- 
tries are not considered to be 
in pari ‘materia, there are Still 
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many topics of common interest 
and the discussions of the commit- 
tee on such topics may be read in 
India with advantage. 


CARRY FORWARD OF LOSSES 


Under Section 33 of the Finance 
Act, 1926, a person who has incur- 
red a loss in a trade, profession or 
vocation may carry forward the 
loss and set it off against the 
profits of that trade, profession or 
vocation assessed for the six 
following years of assessment. 
Section 24 of the Indian Income- 
tax Act which provides for carry 
forward of losses also seis a 
similar limitation. One of the im- 
portant recommendations of the 
committee is that the owner of a 
business should be allowed to 
carry forward business losses and 
set them against subsequent pro- 
fits from the business without 
time limit. The committee has 
further recommended that there 
should be a provision under which 
the owner of a business may carry 
back a loss incurred in the last 
year of business and set it against 
the assessments on that business 
for the three preceding years. 


- At present the business loss of 
one year is permitted to be set off 
against other income of the same 
year, but it cannot be set off 
against future non-business in- 
come. Hardship may arise from 
the practical necessity that 
accounts must be made up for 
arbitrary periods of twelve 
months and it may be difficult to 
decide into which of two consecu- 
live periods a receipt or an ex- 
pense should fall and the profits of 
one year are often swollen or de- 
pressed by items which could with 
equal propriety be included in the 
preceding or following vear. ‘To 
meet this situation the committee 
hag recommended the introduction 


of a provision under which a busi- 
ness loss could be carried forward 
and set against non-business pro- 
fits for one year and one year only. 


INFLATION 


The committee in an instructive 
chapter has considered the pro- 
blems arising out of the great fall 
in the value of money in relation 
to both fixed assets and stocks. 
The committee rejected the view 
that the profit of a business cannot 
be properly computed unless an 
adjustment is made to provide for 
changes in the value of money. It 
has set out in the Report various 
objections against the “revalorisa- 
tion” proposal, namely, that fixed 
assets acquired before the fall in 
the value of money should be re- 
valued by reference to present 
prices for the purpose of deter- 
mining the amount on which 
annual and balancing allowances 
are given. The committee reject- 
ed the proposal to give to industry 
a special allowanee dependent on 
the actual replacement of the 
plant. The committee recom- 
mended only a modification in the 
allowances already given in the 
existing law. It recommended 
that a minimum rate of initial 
allowance should be prescribed; 
that any association which repre- 
sents a particular industry should 
be entitled to apply for a rate of 
initial allowance in excess of the 
minimum and that the authority 
responsible for determining these 
a-plications should be entitled to 
take into account both the price 
level of the plant and machinery 
in question and also the import- 
ance of the particular industry to 
the national economy. 


RECOVERED EXPENSES 


The Committee has taken the 
view that where a sum has proper- 
ly heen allowed ag a business debi/ 
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in the past, but in a later year 
either a sum equivalent to that 
outgoing is recovered or the liabi- 
lity for the outgoing is released 
the sum so recovered or released 
should be treated as a business 
receipt for the year in which it is 
so recovered or released. Similar 
view has been taken in India by 
Income-tax Investigation Commis- 
sion in its report. 


BUSINESS EXPENDITURE 


Rule 3 (a) of Cases I and II 
provides that in computing profits, 
no sum is ta be deducted in respect 
of “any disbursements or ex- 
tenses, not being money wholly 
and exclusively laid out or ex- 
pended for the purposes of the 
trade, This provision is 
similar to the provision con- 
tained in Section 10 (2) (xv) 
of the Indian Income-tax Act 
although couched! in positive 
terms. Lord Davey in the case of 
strong & Co., of Romesy Ltd. v. 
Woodifield (5 T. C. 215 at p. 220) 
said :—“It is not enough that the 
disbursement is made in the 
course of, or arises out of, or is 
connected with the trade or is 
made out of the profits of the 
trade. It must be made for the 
purpose of earning the profits”. 
The committee felt that the test 
adotted by Lord Davey was not 
only unsatisfactory’ but in many 
respects out of accord with actual 
practice and hence recommended 
that Rule 3 (a) should be qualified 
in such a manner as to make it 
clear that the test propounded by 
Lord Davey is no longer to have 
any operation. 


COST OF TAX APPEALS 


The expenses incurred in appeal- 
ing against tax assessments are 
not allowed to be deducted in com- 
puting business profits and this 
practice was upheld by the House 
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of Lords by a majority of three to 
two in Smith’s Potato Estates Ltd. 
v. Bolland (80 T.C. 267). The 
Committee came to the conclusion 
that such costs are consequential 
expenses incurred in the course of 
carrying on a business and accor- 
dingly recommended that there 
should be a specifice provision 
authorising the allowance in com- 
puting the business profits and the 
costs of appeals connected with 
the ascertainment of the net 
income-tax or profits tax payable 
in respect of the profits of a busi- 
ness, but that no such allowance 
should be given in respect of the 
cost of an appeal which relates 
solely or mainly to a claim for any 
of the personal allowances. 


EXPENSES INCURRED 
BEFORE COMMENCING 
BUSINESS 


“ The Committee recommended 
that the owner of a _ business 
should be allowed to debit in com- 
puting the profits of his business 
for the first accounting period 
expenditure of a revenue nature 
which was incurred in connection 
with business before the date of 
commencement of business and 
which would be admissible if it 
had been incurred after that date. 


LEASES 


The Committee considered 
various matters connected with 
leases. It has recommended that 
the owner of a business who incurs 
expenses in connection with the 
acquisition of a lease of business 
premises should be given an allow- 
ance for those expenses spread 
over the period of the lease. The 
committee expressed the opinion 
that where the owner of a business 
makes a payment to the Lessor to 
induce him to cancel the lease, 
such payment is one for which an 
allowance should be made spread 
over the remainder of the term of 


the lease. No specific recommen- 
dation was made by the committee 
on this point as it would be wrong 
to give an allowance to the lessee 
unless the lessor were charged 
on the amount in question and the 
question of imposing a charge on 
the lessor was outside the terms 
of reference. Similarly, without 
making a specific recommenda- 
tion, the committee expressed the 
view that where any leasehold 
interest in premises or any other 
terminable interest in or over land 
is acquired for business purposes, 
whether by purchase or by pre- 
mium, a writing-off allowance 
should be given, such allowance to 
be based solely on the yearly 
deduction in the total life of the 
lease or other terminable interest 
and on the purchase price or pre- 
mium paid. Where the lessor is 
a non-resident, there can be no 
question of taxing him and there- 
fore the committee recommended 
that in such circumstances, the 
lessee should be entitled to write 
off the premium by equal annual 
instalments over the period of the 
lease. 


` PREMIUM ON INSURANCE 
POLICIES COVERING AIR 
RISES 


Premium is allowed as an ex- 
penditure where employees are 
concerned, but it is not allowed if 
the person who travels is a 
partner in a firm or a sole trader. 
The committee felt that it will be 
reasonable to regard premiums 
paid in these circumstances as 
business expenses and accordingly 
recommended that such premiums 
should be deducted in computing 
business profits. Where the policy 
provides for payment of insurance 
moneys to the partner or the sole 
trader himself or to his personal! 
representatives or dependents, 
they should not be taxable, but, if, 
on the other hand, they go to the 
business, they should be taxed. 


July, 1951. 


BENEFITS PROVIDED FOR 
EMPLOYEES 


The committee referred to the 
instance of a firm of stock brokers 
paying an employee’s entrance fee 
to the Stock Exchange or an 
employer helping an employee to 
get living accommodation by buy- 
ing a house for the employee’s 
occupation and incurring a loss 
when it is ultimately sold. Under 
the existing law, such an expense 
is disallowed as being of a capital 
nature. The committee recom- 
mended that an expense or a loss 
of this kind should be deducted in 
computing the business profits for 
tax purposes. 


ALLOWANCE IN RESPECT OF 
WASTING ASSETS 


The general principle that an 
allowance should be given for all 
expenditure on assets that are 
used up in the course of carrying 
on a business seemed to the com- 
mittee particularly applicable to 
the position of a concern which 
has to pay a capital sum for 
mineral or the right to work 
minerals. The committee cited an 
instance of a company which buys 
a piece of land, takes out the sand 
and gravel either for sale or for 
use in the building site of its busi- 
ness and after a short time is left 
with nothing but a hole in the 
ground which is valueless. The 
committee felt that the prohibition 
of any allowance or relief in res- 
pect of the wastage of the capital 
expenditure on the produce of the 
land in such a case cannot be re- 
garded as consistent with the pro- 
per ascertainment of the com- 
pany's business profits. The com- 
mittee could not, however, recom- 
mend an allowance as the taxation 
treatment of the owner of a busi- 
ness could not be considered in 
isolation from the treatment of 
other classes of taxpayer, which 
was outside the scope of reference, 
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kag, 8 NOTIFICATION 
ae (Chartered Accountants). . 


No: 1-CA (1)/51.—In exercise 
of the powers:conferred by sub- 
Section (1) of Section 30 of the 
Chartered Accountants Act, 1949 
(XXXVIII of 1949), the Council 
of. the, Institute of Chartered 
Accountants of India has made the 
following | amendments in the 
Chartered Accountants Regula- 
tions, 1949, the same having heen 
previously published and approved 
by the Central Government as re- 
quired by sub-section (3) of the 
said Section: — 


Ir the ad Regulations :— 


_ I. After Regulation 10 and 
before Regulation 11, the follow- 
ing new Regulation shall be insert- 
ed, namely :— . 


10(A). For the‘ purpose of 
Section ..21,, the expression ‘Con- 
duct if proved will render a person 
unfit to be a member of the 
Institute’, shall, in the case of a 
‘member of the Institute other than 
a Chartered Accountant, be deem- 
ed to include if he— ~’ 


f 


- (1)' being an“employee of any 
company, firm, or person: 


E pays or Aiow or 
agrees to pay directly 
or indirectly to any 
person any share in 
the emolumehts of the 
employment engaged 
into by the member: 


(b) accepts or agrees to 
accept any part of fees, 
profits or gains from 
a lawyer, a Chartered 


Accountant or broker 


THE INSTITUTE OF 


engaged by such com- 
.- pany, firm or person 

or agent or customer of 

such company, firm or 
iaut person by way of com- 
mission or gratifica- 
tion; 


discloses confidential 
information acquired 
eer . .dn the course of his 
, = etnploynient except as 
~- and when required by 
law or except as per- 
mitted ‘by the employer. 


(2) includes i in any statement, 
return or form to be sub- 
mitted to the Council, any 
particulars knowing them 


i _ to be false. 
~ (8) is guilty of such other 
. acts or omissions as 


. may be specified by the 
~ Council in the Gazette of 
~” India. 

~ But aivt contained in this 
regulation shall be Gonstrued to 
limit or abridge -in any way the 
‘power. conferred on the Council 
under sub-section (1) of Section 21 
of the Act to enquire into the con- 


duct of any non-practising mem- l 


er. of the Institute under any other 
circumstances.  . - 


vn 


II. In clause (2) and clause (5) 
of Regulation 1f for the words 
“Central Government” substitute 
the following words “Central and 
State Governments”. 


III. In clause (5) of Regula- 
tion 11 for the words “fourteen 
days” substitute the following 
words “sixty days ordinarily”. 
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IV. .In clause (6) of Regula- 
tion. 11 after the bracket and figure 
“(5)” and before: the word 
“forward” insert the following 
words “or within such time as may 
be extended by the e of 
the Council”, ; ; , e 
~ bha ~ ae 8 

V. Ta clause (b) of Regulation 
16, after the words “Board of 
‘Technical Studies in ‘Commerce 
and Business Administration” int 
sert the following words “and/or 
the All India Couneil for Technical 
‘Education.”.. 2 er. a teal 

VI. In sub-clause (i) of clause 
Sy of Regulation LT: 


(ay -After the word ` “Sche- 
dule” and before the word 
“from” add the following 
words “or in the form 
given in Appendix 4 of 
Auditor’s Certificates 
Rules, 1932”. 


(b) After the word “Council” 
, . and before the word “to” 
‘insert the following words 
“or by the Central Gov- 

n ernment”. 


(c) For the words “the Inter- 
mediate?” substitute the 
se Ae word “such” 


VII. In Regulation 22 in the 
proviso, for the figure “1951” 
substitute the words and figure 
“and inclusive of May 1952’. 


VIII. In sub-clause (v) of 
Clause (a) of Regulation 31 after 
the words “Board of Technical 
Studies in Commerce and Business 
Administration” insert the follow- 
ing words “and/or the All India 
Council for Technical Education”. 


IX. In clause (c) of Regula- 
tion 85 for the brackets, figure 
and word “(ii) and (iii)”’, substi- 
tute the brackets, figures and 
word “(ii), (iii) or (v)”. 


X. In clause (c) of Regulation 
85 after the figures “1982”, insert 
the following words “or under 
these Regulations”. 


XI. In the proviso to sub- 
regulation (1) of Regulation 
42(A) after the figure “1982”, 
the words “or under these Regula- 
tions” shall be inserted. 


XII. In clause (c) of sub-regu- 
lation (1) of Regulation 142(A), 
after the bracket and figure 
“(ii)”, the words, brackets and 
figure “or clause (v)” shall be 
inserted. 


XIII. After Regulation 42(A) 
but before Chapter V, the follow- 
ing shall be inserted :— 


_ “42(B) (1). Registration of 
Audit Service (Continued): A 
person who passed the Matricula- 
tion Examination of any of the 
Universities mentioned in clause 
(v) of Regulation 2 or an examina- 
tion recognised by the Central 
Government as equivalent thereto 
‘and has entered into sérvice as an 
audit clerk before 1st October, 
1945 under a Registered Account- 
‘ant entitled to train Articled 
Clerks under the Auditor’s Certi- 
ficates Rules, 1982, or a person 
whose audit service has been 


af 


terminated or completed before 
may be formed for one or more of 
25th May, 1950 and which has not 
been registered with the Council 
under Regulation 42(A) for any 
reason whatsoever, shall get his 
audit service registered with the 
Council in the Register of Audit 
Clerks maintained under the said 
Regulations. 


Provided that this Regulation 
will not be applicable in the case 
of those who had already become 
members of the Institute. 


(2) For the purpose of sub- 
regulation (1), a-person shall send 
to the Council for registration 
the folowing not later than 81st 
December, 1951: 


(i) A statement containing 
his name in full, his father’s name, 
educational qualifications, date of 
birth, the name of his employer 
under whom he served as an audit 
clerk and the period of such ser- 


Vice.‘ ~ * = a k ‘eit on ae 
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(ii) Original certificates of 
his educational qualifications and 
proof regarding. date of birth. 


(iii) Original certificate of 
his audit service from the em- 
ployer in Form K-2 or in a form as 
near thereto as possible. 


(iv) A registration fee of 
Rs. 20”. 


XIV. After Regulation 62-G, 
but before Chapter VII the follow- 
ing shall be inserted :— 
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“CHAPTER VI-B 
REGIONAL COUNCILS. 


62-H (i). Regional Councils 
may be formed for one or more of 
the Regional constituencies as 
specified in Regulation 2 of the 
Council (First Election) Regula- 
tions, 1949 or as may from time 
to time be specified by the Central 
Government under clause (a) of 
sub-section (2) of Section 9. 


Gi) A Regional Council may 
be constituted for any one or more 
of the constituencies above men- 
tioned, as may be notified by the 
Council, in the manner and exer- 
cise the functions as may be 
specified in the bye-laws that may 
be prescribed by the Council by a 
notification in this behalf’. 


XV. In the schedule, in Form 
‘H’, after the word “for” and be- 
fore the word and figure “Group 
II” occurring for the second time 
insert the following words and 
figure “Group I and”. 


XVI. In the schedule, in Forms 
L and M’ 
(a) In the preamble after the 
word “Fellow” insert the 
following: “t/Associate”. 


(b) At the end of Forms 
T and ‘M’ insert the following :— 
“Note 
tWords not applicable 
should be deleted”. 
(Sd.) G. P. KAPADIA, 
President. 
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The committee therefore recorded 
its view that the business profits 
of a concern of the kind in ques- 
tion cannot therefore be properly 
computed without a proper allow- 
ance for depletion of minerals. 


Land may be purchased by a 
concern carrying on mining 
abroad not for the purpose of ex- 
tracting underlying minerals, but 
for works or dumps and when the 
mine or concession comes to an 
end, the land may have little or no 
value. The committee recom- 
mended that the matter should be 
dealt with by a balancing allow- 
ance in the light of the facts when 
the mine or concession comes to 
an end. 


CAPITAL EXPENDITULE 


The committee considered cases 
where a lump sum is paid at the 
beginning of a particular vear for 
the hire or use of a business asset 


Oppenheim v. Tobaceo Securities 
Trust Co., Ltd. (1951) AC. 297. 


A settlement was executed 
by John Phillis, a large 
stock-holder in British-Ameri- 
can Tobacco Co., Ltd. and his 
wife appointing the respondent 
company as the trustees and 
assigning to them certain invest- 
ments and certain real estate to 
be held upon certain trusts during 
the lives of the grantors and the 
survivor of them and thereafter 
upon trust to apply the income of 
the trust premises “in providing 
for or assisting in providing for 
the education of children of 
emrloyees or former employees of 
British-American Tobacco Com- 
pany Ltd,..... or any of its sub- 
sidiary or allied companies..... j 
The number of employees of 
British-American Tobacco Com- 


for a number of years and pay- 
ments by which assets or rights of 
only a limited life or duration are 
acquired. In such cases, the pay- 
ments even if made by instalments 
are disallowed as capital expendi- 
ture. The committee felt that the 
matter has to be considered apart 
altogether from purely a legal 
technicality and more from the 
commercial point of view and ex- 
pressed the view that profits are 
not properly computed without a 
proper allowance being made for 
such expenses as indicated by the 
committee as proper in the case of 
leasehold interest, the payment 
being in substance nothing but 
long term revenue expenditure. 


The committee also considered 
another category of capital pay- 
ments, namely, those which do not 
result in the acquisition of an 
asset in the ordinary sense, but 
which produce what has been des- 


LEGAL- NOTES 


pany Ltd. and their subsidiary and 
allied companies exceeded 1,10,000. 
The question arose whether the 
trust was a charitable trust. It was 
held by the House of Lords (per 
Lord Simonds, Lord Normand, 
Lord Oaksey and Lord Morton of 
Henryton, Lord MacDermott dis- 
senting) that the trust was not 
charitable. A trust is not charit- 
able unless it benefits the commu- 
nity or a section of the commu- 
nity. It was held that the trust in 
question did not fulfil this test, 
Lord Simonds said: “It appears to 
me that it would be an extension, 
for which there is no justification 
in principle or authority to regard 
common employment as a quality 
which constitutes those employed 
a section of the community...... 
With the single exception of 
In re Rayner (89,L.J, (ch) 369) 
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cribed es “an advantage for the 
enduring benefit of a trade.” The 
committee recommended that a 
payment which does not result in 
the acquisition of any asset but 
which falls to be treated as capital 
expenditure, because it results in 
an advantage for the benefit of the 
business, shail, if the advantage in 
question is of limited duration, be 
written off against revenue in such 
manner as the general or special] 
commissioners on appeals shall 
think just and reasonable. The 
committeé also recommended that 
abortive expenditure such as 
fruitless exploration expenditure 
and expenses incurred in making 
unsuccessful applications for 
licences which does not result in 
the acquisition or creation of any 
asset or benefit-of any kind or in 
the improvement of an existing 
asset shoyld be allowed to be 
written off as the expense of the 
year in which it is incurred. 


which I must regard as of doubt- 
ful authority no case has been 
brought to the notice of the House 
in which such a claim as this has 
been made where there is no 
element of poverty in the benefi- 
Claries, byt just this and no more, 
that they are the children of those 
in a common employment.” 


* xx wK 


G. Chandrasekhara Reddi v., 
Commissioner of Income-tax, 
Madras and another (1951) 19 
I.T.R. 616. 


In this case the Madras High 
Court held that section 61 (3) of 
the Indian Income-tax Act does 
not by itself prevent the income- 
tax authorities including the 
Central Board of Revenue from 
permitting a person against whom 
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they had passed an order under 
that provision to appear before 
the authorities on behalf of the 
assessees at a later date, provided 
there was nothing in the original 
order itself which precluded them 
from so doing. 


A registered accountant was 
found guilty of misconduct as an 
auditor in connection with certain 
income-tax proceedings and there- 
upon the Central Government de- 
clared him not to be a fit and pro- 
per person to remain enrolled on 
the register of accountants and in 
exercise of the powers conferred 
by Rule 14 (1) (d) of the Audi- 
tors’ Certificates Rules, 1982 re- 
moved his name temporarily for a 
period of one year from the said 
. register by a ‘notification dated 
June 24, 1949. On July 8, 1949 
the Commissioner of Income-tax 
issued a notice to him why action 
should not be taken against him 
under section 61 (3) and why he 
should not be disqualified to repre- 
sent assessees. The accountant did 
not appear before the Commission- 
er in pursuance of the notice and 
on July 21, 1949 the Commissioner 
of ‘Income-tax directed that the 
person “shall henceforward be 
‘disqualified to represent an asses- 
‘see under sub-section” (1) of 
section 61 of the Act.” The 
accountant did not prefer any 
apreal to the Central Board of 


Revenue under proviso (b) to 
section 61 (38). On July 6, 1950 
the Institute of Chartered 


Accountants of India notified that 
the Council of the Institute was 
pleased-to. restore the person to the 
register of members with effect 
from June 24, 1950. Thereupon 
he. addressed a letter to the Com- 
missioner of Income-tax. inform- 
ing him of the restoration and re- 
quested that he may be permitted 
to represent assesseés under 
section 61. The Commissioner re- 
plied on September 14, 1950 re- 


gretting his inability to interfere 
with his predecessor’s order dated 
July 21, 1949. The accountant ap- 
pealed to the Central Board and 
the Board held that they saw no 
reason to interfere with the order 
which, not having been appealed 
against, had become absolute. He 
then applied to the High Court, 
Madras for a writ of certiorari to 
quash the order of the Central 
Board. 


The Commissioner’ evidently 
and the Central Board of Revenue 
certainly appeared to have taken 
the view that an order that a 
particular person shall henceforth 
be disqualified to represent an 
assessee under sub-section (1), 
assuming no appeal in time had 
been filed under, proviso (b), had 
the result of operating as an order 
termanently disqualifying that 
person from representing aa 
assegsee under sub-section (1). 
Rejecting this view, the Madras 
High Court ‘stated:—‘Now, the 
word ‘thenceforward’ prima facte 
fixes only one limit, namely the 
limit from which the order begins 
to have effect. By itself it does not 
necessarily fix the other limit. 
‘Thenceforward’ in our opinion 
cannot be read as ‘thenceforward 
and for ever’, The Court there- 
fore held that the Commissioner 
of Income-tax.and the Central 
Board of Revenue did not consider 
the request of the petitioner from 
a proper standpoint.” The court 
held that the most satisfactory 
course for the petitioner would 
therefore be to approach the Com- 
missioner for reconsideration of 
his prior. order on _ sufficient 
grounds and that such a conside- 
retion by the Commissioner would 
not be precluded by section 61 
(3). . 


It was contended. on behalf of 
the- petitioner that the original 
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order of the Commissioner of 
Income-tax should be read as if 
the period. of disqualification 
under Section 61 (3) of the In- 
come-tax Act was also a period of 
one year and that once the period 
of temporary removal from the 
register of accountants had 
elapsed, the petitioner automati- 
cally became entitled to represent 
assessees under Section 61 (1). 
The Court did not agree with this 
contention. Although the punish- 
ment meted out to the petitioner 
under the Auditors’ Certificates 
Rules was only suspension for one 
year, the Court held, it did not 
necessarily follow that the Com- 
missioner should also limit the 
duration of his order under Sec- 
tion 61 (8) to the same period. 


Impugning the validity of 
section 61'(3) of the Act it was 
contended on behalf of the peti- 
tioner that it offended against the 
fundamental right declared under 
Article 19 (1) (g) of the Consti- 
tution. This article provides that 
all citizens shall have right to 
protect any profession or to carry 
on any occupation, trade or busi- 
ness. It was argued that section 
61 (8) of the Income-tax Act com- 
pletely destroys the right confer- 
red by Article 19 (1) (g). The 
Court did not agree with this view. 
The order under section 61 (3) did 


not prevent the petitioner from 


carrying on his profession, name- 
ly that of an auditor or accountant 
but it only, prevented him from 
representing assessees before a 
particular department of Govern- 
ment. The question, therefore, to 
be considered was whether section 
61 (3) of the Income-tax Act is in 
the nature of a reasonable restric- 
tion on the exercise of the right 
under Article 19 (1) (g) in the 
interests of the general public. 
The court held that it was a 
reasonable restriction, 
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The counsel for the accountant 
next contended that there was 
something contrary to the princi- 
ples of natural justice in 
empowering the Commissioner of 
Income-tax, who himself was only 
the opposite party in income-tax 
proceedings, to pass an order 
under section 61 (3) of the 
Income-tax Act and therefore the 
provision contravened the spirit of 
Article 19 (1) (g) of the Consti- 
tution. Dismissing this conten- 
tion the court observed :—“‘Assum- 
ing for argument that in the case 
of a particular assessment it can be 
said that the assessee and the 
Commissioner of Income-tax are 
ranged opposite to each other, the 
powers conferred on the Commis- 
sioner under section 61 (38) are 
conferred on him not as a party 
in any proceeding but as one of 
the highest officers in the hierar- 
chy of the Income-tax department 
who, in the opinion of the legisla- 
ture, could be entrusted with the 
proper conduct of proceedings be- 
fore the authorities.” 


-It was also contended that it 
was unreasonable that the Com- 
missioner should have power to 
inflict a punishment more exces- 
sive than‘ punishment imposéd on 
the petitioner and persons like the 
petitioner by an - authority 
empowered to take disciplinary 
action against them. The Court 
observed :—‘“Punishment is one 
thing and the effect of the miscon- 
duct for which the punishment 
has been inflicted is quite a differ- 
ent thing. For a criminal offence 
the sentence may be only simple 
imprisonment for a few months. 
But if the offence involves morai 
turpitude it may result in his not 
being qualified for election. to 
public bodies. We think it would 
be really unreasonable to say that 
the person’who has been sentenced 
by a criminal court should be dis- 
qualified for other purposes: only 


till he serves his sentence and that 
the moment he has undergone the 
punishment, he must be deemed 
to be qualified in every other way.” 


The Court also held that section 
61 (8) was not inconsistent with 
Article 14 of the Constitution, 
which provides that the State 
shall not deny to Any person equa- 
lity before law or the equal pro- 
tection of the laws within the 
territory of India. 


* a % 
Elbridge Watson v. R. K. Das 
(1951) 19 Z.T.R. 5838. 


The extent of the High Courts’ 
power under Article 226 of the 
Constitution to interfere with an 
action of the executive and the 
validity of an attachment under 
Section 46 (5-A) in respect of the 
whole amount of the arrears of 
income-tax after the assessee was 
permitted to pay the arrears in 
instalments were matters consi- 
dered by the Calcutta High Court 
in this case. 


On Nov. 18, 1948, the Income- 
tax Officer issued a notice to the 
assessee’s employers for recover- 
ing the arrears of tax under Sec- 
tion 46 (5-A) of the Indian 
Income-tax Act due from the 
assessee. On Dec. 21, 1948, the 
Income-tax Officer forwarded to 
the office of the Certificate Officer 
under Section 46 (2) of the Indian 
Income-tax Act a certificate’ for 
recovery by the Certificate Officer 
under the Bengal Public Demands 
Recovery Act, 1913 of the total 
amount of tax. On March 18, 
1949, the Income-tax Officer served 
another notice under Section 46 
(5-A) of the Indian Inceome-tax 
Act on the assessee’s employers re- 
quiring them to pay the Income: 
tax Officer forthwith any amount 
due from them to the assessee or 
held by them for or on account of 
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the assessee up to the sum of 
Rs. 8,87,345-5-0 the amount of the 
arrears, and also requiring the 
employers to pay any money which 
may subsequently become due 
from them to the assessee or 
which they may subsequently hold 
for or on account of him up to the 
amount of the arrears still re- 
maining unpaid. On December 28, 
1949 the assessee applied to the 
Certificate Officer for payment of 
his dues in monthly instalments, 
but the application was kept 
pending at the instance of the 
Income-tax Officer. On May 25, 
1950, another application was 
made to the Certificate Officer and 
on that application an order was 
made allowing the assessee to pay 
his dues in monthly instalments of 
Rs. 5,000 each. Thereupon the 
assessee applied to the Income-tax 
Officer to withdraw the notices 
under Section 46 (5-A) of the 
Income-tax Act which, the 
Income-tax Officer stated, had 
been dismissed. 

The assessee then applied to the 
High Court under Article 226 of 
ihe Indian Constitutión for a writ 
of mandamus or a writ of a ‘like 
nature or an order directing the 
Income-tax Officer to show cause 
why his orders dated March 18, 
1949 should not be set aside and 
for quashing the said orders. 


On behalf of the assessee it was 
contended that’ as the Certificate 
Officer had permitted the assessee 
to pay the arrears in instalments, 
the attachment made on March 18, 
1949, ought tobe withdrawn or 
at least modified directing the 
assessee’s employers to lay 
Rs. 5,000 per month being the 
amount of instalment ordered by 
the Certificate Officer to be paid. 
The department, however, con- 
tended that the expression “the 
amount due” appearing in Section 
46 (5-A) of the Incomé-tax Act 
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must mean the whole of the 
amount for which the assessee had 
been assessed. Das Gupta J. 
accepted the assessee’s contention 
and said :—‘‘It seems to me that 
after the Certificate Officer has 
allowed instalments at Rs. 5,000 
Ler month, the assessee has the 
right to pay only Rs. 5,000 per 
month and the income-tax authori- 
tieg would be under an obligation 
to take, so long that order stands 
‘only at such instalments. If that is 
so, then the Income-tax Officer can- 
not direct the debtors of the asses- 
see to pay anything more than at 
the rate of Rs. 5,000 per month and 
it was incumbent on the Income- 
tax Officer at least to amend his 
notice accordingly. The position, it 
seems to me, would be entirely 
. anomalous if, on the one hand, the 
Collector who is authorised to do 
so allows the assessee to pay in 
certain instalments but the 
Income-tax Officer issues notices 
for payment of the entire sum all 
at once. The result in that case is 
that an order passed by the 
Collector granting instalments is 
nullified by the order of attach- 
ment passed by the Income-tax 
Officer.... ... The expression 
‘amount due’ in this case to my 
mnd must mean the amount of 
instalments as and when they 
become due.” 


It was contended on behalf of 
the department that the applica- 
tion made to the High Court by 
the assessee was barred by section 
67 of the Income-tax Act, which 
provides inter alia that no pro- 
ceeding shall lie against any 
cfficer of the Government for any- 
thing in good faith done or intend- 
ed to be done under the Act. It 
was pointed out that there was 
hardly any allegation far less any 
satisfactory roof of any bad 
faith on the part of the Income-tax 
Officer in making the said order. 
This contention was not accepted 


by the court. The application was 
one made under Article 226 of the 
Indian Constitution. The - Court 
held that Article 226 was not sub- 
ject to the restrictions imposed by 
the provisions of section 67 of the 
Income-tax Act and that the provi- 
sions of section 67 cannot override 
or control the provision of Article 
226 of the Indian Constitution. 


The Court also rejected the de- 
partment’s contention that Article 
226 can be applied only to such 
acts of the executive which had 
been committed after the passing 
of the Constitution. 


It was further contended on be- 
half of the department that the 
High Court cannot interfere under 
Article 226 of the Indian Consti- 
tution because the provisions of 
section 33-A of the Indian Income- 
tax Act itself provide an adequate 
remedy, which could ‘have been 
availed of by the assessee. The 
High Court did not accept the 
extreme proposition that under 
Article 226 the High Court had no 
power to interfere if there was a 
suitable enactment in the Statute 
itself but agreed that if there was 
an adequate legal remedy provided 
in the Statute itself, the High 
Court should not interfere under 
Article 226. Section 33-A merely 
gave discretion to the Commis- 
sioner, which he may or may not 
exercise to call for the records and 
intervene in the’ matter. The peti- 
tioner cannot ask for such inter- 
vention as a matter of right. 
Further the attachment in ques- 
tion was made on March 18, 1949 
and at that time it was a perfectly 
valid attachment order. The order 
for instalment was made en May 
25, 1950. The order for attach- 
ment on March 18, 1949 had to he 
withdrawn or revised because of 
the order passed on May 25, 1950. 
The revision of the order dated 
18th March 1949 could not be done 
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as the said order was made more 
than one year ago. In these 
circumstances the court took the 
view that the remedy provided by 
section 33-A ‘was not such a 
remedy which should disentitle the 
Court from giving relief on the 
application. 


The Court therefore held that it 
was incumbent on the Income-tax 
Officer either to withdraw the at- 
tachment effected on March 18, 
1949 or at least to revise the same 
so as to make it consistent with 
the order for instalment made by 
the Certificate Officer. 


E * 
Commissioner of Ineome-tax, 


West Bengal v. H. Hirjee (1951) 
19 Z.T.R. 612. 


In this case the Calcutta High 
Court considered the question 
whether expenditure incurred in 
defending certain criminal pro- 
ceedings was business expenditure 
under section 10 (2) (xv) of the 
Indian Income-tax Act. The 
assessee was the sole proprietor of 
the products of Bengal Potteries. 
He was prosecuted by the 
Enforcement Authorities on a 
charge of selling the goods at 
prices higher than were reason- 
able. Part of his stock was seized 
and taken away. He defended 
himself and eventually he was 
acquitted by a magistrate. He 
spent a sum of Rs. 10,895 on his 
defence and claimed that sum as 
an allowance in arriving at the 
taxable income of his business. 


Before the Appellate Tribunal 
it was contended by the depart- 
ment that the assessee defended 
these criminal proceedings to 
avoid possible imprisonment or 
imposition of a fine. The Tribunal 
held as follows :—“No doubt the 
element of saving himself from 
the fine, if any, might be there, but 
it is so inextricably mixed up with 
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the main purpose for the defence 
that we are prepared to ignore 
that little element. In our opinion 
the defence was solely for the 
purpose of maintaining his name 
as a good businessman and also to 
save his stock from being under 
sold, if the court held that the 
prices charged by the respondent 
(assessee) were unreasonable.” 
This the Court held was a finding 
of fact binding on them. 


The Court referred to the deci- 
sion of the Bombay High Court in 
J. B. Advani v. Commissioner of 
Income-tax (1950) 18 Z.T.R. 557 
where the Bombay High Court 
laid down two tests to be consider- 
ed in such cases. The first test 
would be whether the assessee was 
charged with regard to the trans- 
action which took place in the 
ordinary course of business and 
the other test would be whether he 
was charged in his capacity as a 
trader. 


In the circumstances of the case 
the Calcutta High Court upheld 
the view of the Appellate Tribunal 
that the amount ought to be allow- 
ed as a deduction under section 10 
(2) (xv) of the Act. 


x ` * = 
Birla Brothers Ltd. v. Commis- 


sioner of Income-tax, Calcutta 
(1951) 19 Z.T.R. 623. 


The question in this case was 
whether the entire remuneration 
paid by Messrs. Birla Brothers 
Ltd., the assessees, should be de- 
ducted in computing their profits 
or whether a portion of such re- 
muneration ought to be disallowed 
ss done by the Income-tax Officer 
as attributable to the assessees’ 
earnings in an Indian State ex- 
empted from tax under Section 14 
(2) (c). 


The assessees are a company 
resident in British India carrying 


cles. 


on various business activities con- 
sisting of banking, money lending, 
trading in commodities, dealing in 
shares and securities and acting 
as Managing Agents of various 
concerns. Asg part of the manag- 
ing agency business, the assessees 
were the managing agents of a 
cotton mill in Gwalior State. The 
assessees had a number of direc- 
tors appointed under the Articles 
of Association and were paid re- 
muneration fixed under those arti- 
S There was no suggestion 
and no finding that any portion of 
the fees payable to the directors or 
any of them was appropriated to 
any particular work in British 
India or outside British Inda. 
The Articles provided for the 
payment of fees to the 
directors for the work of direc- 
tors of the assessee company. 
Profits arising to the agssessees 
from the managing agency con- 
nection in Gwalior were not 
brought into British India cr re- 
ceived in British India and were 
therefore not taxable by reason of 
Section 14 (2) (c) of the Indian 
Income-tax Act. 


It was argued on behalf of the 
department that only a proportion 
of the directors’ fees could be 
allowed as legitimate expense for 
earning the income taxable in 
India and that a proportion of the 
directors’ fees properly attribut- 
able to earnings at Gwalior ex- 
cluded for the purposes of taxation 
would have to be excluded for the 
purposes of assessing the taxable 
income. 


The Calcutta High Court reject- 
ed the department’s contention 
and held that the entire amount of 
the remuneration should be de- 
ducted .in computing the profits. 
Harries C. J. stated in the course 
of his judgment as follows :-—“‘In 
my judgment as the directors’ fees 
are fees earned and payable in 
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Calcutta by directors who must be 
deemed to carry on the business of 
the company in Calcutta, these 
fees must be regarded as expenses 
of the company incurred in earn- 
ing the income upon which it is 
taxed. That being so, it appears 
to me that the view of the Appel- 
late Tribunal that the question 
should be answered in the affirma- 
tive cannot be sustained. 

“If there is no agreement to ap- 
portion any part of the directors’ 
fees to this particular work the 
whole of the payments to the 
directors must be regarded as an 
expense of the company which is- 
assessed and therefore the whole 
can be deducted from the gross 
income for the purpose of arriv- 
ing at the amount of tax. The 
amount of the expenses which can 
be deducted cannot be made to 
depend upon how much of their 
work is attributed to the income 
which is made assessable under 
the Indian Income-tax Act. Their 
work must be regarded as a whole. 
They worked and were paid as 
directors of the company and in 
assessing the company the pay- 
ment must be regarded as a legi- 
timate expense of the company for 
earning the income upon which 
they are assessed.” 


$ * ig 


Rat Bahadur H. P. Bannerji v. 
Commissioner of  Income-tux, 
Bihar and Orissa (1951) 19 JT.T.R. 
596. : 


In this case the Patna High 
Court considered the question 
whether compensation paid by 
military authorities for the use of 
land requisitioned by them under 
the Defence of India Rules was 
taxable. 


The assessee carried.on several 
business activities. He had pur- 
chased a piece of land measuring 
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13 bighas for the alleged business 
of setting up a market and making 
profit. The. plot was requisition- 
ed by the military authorities 
under the Defence of India Rules. 
There was an agreement between 
the assessee and the military 
authorities that a sum of Rs. 1,100 
per month will be paid to the 
assessee as compensation for the 
use of the land. The military 


authorities used the land as a store 
yard. For the year 1946-47 the 
assessee received a total sum of 
Rs. 18,200 as compensation after 
making statutory deductions. The 
Income-tax Officer held that the 
net sum Rs. 9,699 was liable to be 
taxed. 

On behalf of the assessee it was 
contended that. the said sum was 
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compensation made for sterilisa- 
tion of -capital asset and will 
therefore not be liable for tax. The 
Court rejected this contention and 
held that the amount of compen- 
sation received by the assessee 
was really a profit derived from 


the land 
taxable. 


and was therefore 


PARLIAMENTARY PROCEEDINGS 


(A) QUESTIONS & ANSWERS 


In answer to a question the 
Minister of Finance stated that 
the total income-tax collected in 
the Sourashtra Union for the 
period from the lst April 1950 to 
the 3lst January 1951 was Rs. 
6,57,000 and that as regards 
1949-50 the collections were made 
by the Government of Sourashtra 
and not by the Government of 
India. 


* * * 


The Finance Minister was asked 
to state whether it is a fact that 
appeals from assessees for their 
income-tax for the year 1945-46 
are still pending and if so what 
are the reasons for the delay. ‘The 
Finance Minister replied as fol- 
lows: 


No record is kept of the assess- 
ment year to which appeals relate; 
the disposal of appeals is watched 
with reference to the date of insti- 
tution of appeals. The number of 
appeals instituted before the Ap- 
pellate Assistant Commissioners 
during 1945-46 and still remain- 


Session of Parliament. 


The President has in exercise of 
the power conferred by clause 2-A 
of Article 85 of the Constitution 


ing undisposed of is 81. Most of 
these appeals are kept pending 
because (i) decision in connected 
cases on references made to High 
Courts or second appeals filed be- 
fore the Appellate Tribunal are 
awaited, (ii) formal orders for 
divesting of enemy firms on cessa- 
tion of hostilities have yet to be 
rassed by appropriate authorities 
and (iii) reports from the Income- 
tax Officers on remand from the 
Appellate Assistant Commis- 
sioners are awaited and so forth. 


xk * * 


(B) BILLS & ACTS 


Rule 98-A of the Rules of Pro- 
cedure and Conduct of Business in 
Parliament provides that “where 
a Bill is passed by the House the 
Speaker shall have power to 
correct patent errors and make 
such other changes in the Bill as 
are consequential on the amend- 
ments accepted by the House.” 
(Notification No. 30-51/19-5-51). 


$% * + 


A Bill has been introduced in 
Parliament to declare in pursu- 


NEWS AND NOTES 


directed that a session of Parlia- 
ment shall commence on August 
6th, 1951. 


m * * 


ance of clause (3) of article 286 
of the Constitution certain goods 
to be essential for the life of the 
community. Articles 286 (3) of 
the: Constitution provides that “no 
law made by the legislature of a 
state imposing or authorising the 
imposition of a tax on the sale or 
purchase of any such goods as have 
been declared by Parliament by 
law to be essential for the life of 
the community shall have effect 
unless it has been reserved for the 
consideration of the President and 
has received his assent.” A list 
of goods essential for the life of 
the community has been drawn up 
in the Bill. The Bill provides that 
the imposition after the enactment 
of the Bill, of a sales or purchase 
tax on these goods should be re- 
served for the consideration of the 
President. In the Statement of 
Objects and Reasons it is stated 
that the Bill, if enacted, may help 
to achieve certain measure of uni- 
formity in the taxes and also pre- 
vent essential goods being unduly 
taxed. i 


Legislation to regulate Stock 
Exchanges. 


The working of the Stock Ex- 
changes in India has received con- 
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siderable attention during recent 
years and proposals have been 
made from time to time for their 
reform and regulation. Stock Ex- 
changes and Futures Markets are 
now a subject for Central Legisla- 
tion and a Bill has alreadv been 
introduced in Parliament for the 
regulation of Forward Contracts. 
This Bill does not cover trading in 
securities and in order to assist 
the Government in formulating 
legislation for the regulation of 
Stock Exchanges and of contracts 
in securities, the Government of 
India have appointed a Committee. 
The terms of reference of the 
Committee are: . 


1. to consider and report on 
the draft proposals of the 
Government; 


2. to submit a revised draft 
Bill with a memorandum 
explaining in brief the 
reasons for each clause of 
the Bill; and 


3. to make any other recom- 
mendations on the subject. 


i X * 
Taxation in France. 


Mr. Edgar Faure, the Minister 
of the Budget in France said that 
direct taxes in that country 
account only for 30% of the 
Central Governments revenue 
compared with 70% in the U.S.A. 
and 60% in Britain. It is believed 
that evasion of income-tax and 
concealment of real wealth in the 
nation at large have reached 
alarming proportions. 


* bs x4 
Investigation Commission. 


It is gathered from a report 
that appeared in the press that the 
Income-tax Investigation Commis- 
sion made considerable progress in 
last May:in the disposal of cases. 
Hearing of 3 heavy: groups con- 


sisting of 31 cases engaged the 
attention of the commission and it 
is said that a report has been sub- 
mitted to the Government by the 
commission on one of the groups 
consisting of 14 cases. 25 other 
cases were disposed of by the com- 
mission during the period from 
the middle of April to June 4 dis- 
covering concealed income of 
nearly Rs. 2 crores. 


The total number of cases so far 
referred to the commission by the 
Government is 1,475 of which 486 
cases have been reported to the 
Government. In these cases the 
concealed income discovered is 
said to be nearly Rs. 22 crores. 

eo 8 

The total amount of taxes 
realised by the Government fill 
the end of March.1951 as a result 
of the Commissioner’s report is 
said to be Rs. 1.55 crores. 


* * % 
Revaluation of currencies. 


Differing from the opinion ex- 
pressed by the United Nations Eco- 
nomic Commission for Europe 
that there should be an upward 
revaluation of some currencies 
John Synder, Secretary of the 
Treasury in Washington said: 
“Fundamentally ‘we must deal 
with this. problem through 
measures such as taxation, credit 
controls, allocation of scarce mate- 
rials and similar methods which 
can be applied in all countries.” 


we l * 
National Sample Survey. 


The continuance of the National 
Sample Survey on a permanent 
basis was approved by the Stand- 
ing Finance Committee which met 
in New Delhi on June 5 under the 
chairmanship’ of the .Finance 
Minister. .An expenditure .af 
Rs. 32.69 lakhs during the year 
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was also sanctioned. The survey 
which was started about a year 
ago has so far been confined to 
about 1,800 villages chosen at 
random. Already valuable data 
regarding various aspects of 
Indian economic life have been 
collected. In order that the data 
obtained from the survey could be . 
of real use in the formulation of 
economic and fiscal policies it was 
necessary, the committee agreed. 
to place the survey work on a 
permanent basis. 


* x * 


Tax on pensions of former Indian 
civil servants. 


A proposal was made to Mr. 
Patrick Gordon-Walker, Common- 
wealth Relations Secretary that he 
should make representations to 
India not to tax pensions of 
certain former employees of the 
crown. The point taken against 
the recent decision of the Indian 
Government to tax such pensions 
was that the pensioners would 
now receive unequal payments be- 
cause of the accident that some 
were made through India and 
some through Pakistan where 
Government do not tax the pen- 
sions. Rejecting the proposal Mr. 
Gordon-Walker said that the Gov- 
ernment of India was legally com- 
petent to tax the pensions and that 
in doing so the Government of 
India followed the practice of the 
British and many other Govern- 
ments of taxing pensions. He 
stated that most pensioners affect- 
ed would not carry any increased 
burden because of arrangements 
for relief from British taxation. 


* , X . Fle 
_ Hachange rate of rupee. 


The Finanée Minister is report- 
ed to have stated that -revaluation 
of the rupee was not-cilléd for at 
the moment ‘and. that if. other 


Page Eighteen 


countries revalue their currencies 
then will be the time for India to 
take up the question. 


w 


* * . * 


Central aid to Part B States. 


As & result of federal financial 
integration, the Central Govern- 
ment has entered into agreements 
with the states of Hyderabad, 
Mysore, Travancore-Cochin and 
Sourashtra providing for financial 
assistance to these states. These 
states will receive from the 
Central Government annually for 
five years beginning from 1950-51 
over ten crores rupees in all as 
grant-in-aid. . 


Mr.  Aroop -Lal, 
Ludhiana writes :— 


F.C. åA. 


With regard to'the query made 
by Shri 8. N. Dhawan published 
in the April issue of the Bulletin 
regarding the appointment of the 
first auditors of a company made 
by the Articles of Association, 
Section 144 (7) of the Indian 
Companies Act 1913 provides that 
the appointment of the first 
auditor of a company may be 
made by the directors before the 
statutory meeting. It may be 
noted that the authority vested in 
the directors is not mandatory but 
is discretionary. The directors 
may or may not exercise their dis- 
cretion. It follows, therefore, that 
the law contemplates some other 
modes as well for the appointment 
of the first auditor and one such 
mode can be a provision in the 
Articles of Association of the 


company. So long as the directors’ 


whether they be the promoters or 
others are bound by the contents 
of the Articles my conclusion is 
that the appointment of the first 
auditor’ made’ by. the Articles is a 


World Bank loan to India. 


India has received 78,500,000 
dollars from the International 
Bank for Reconstruction and 
Development for projects such as 
railway rehabilitation, electric 
power development and for agri- 
cultural machinery. 


Nepal Government to levy 
income-tax. 


Reports have appeared in the 
press of the proposal by the Nepal 
Government to introduce Income- 
tax for the first time in the 
history of Nepal. 


MEMBERS’ QUERIES 


valid appointment having at least 
the same force as the appointment 
made by a resolution of the direc- 
tors. : 
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Mr.  Aroop Lal, 
Ludhiana writes :— 


F.C.A,, 


With reference to the query 
raised by Shri U. S. Lekhi in the 
May 1951 issue of the Bulletin, 
paragraphs 2 and 8 of the query 
published contain an apparent 
contradiction. However, accord- 
ing to section 187 of the Indian 
Companies Act, the Registrar 
would be justified to say that the 
Statutory Report is incomplete 
because full information is not 
disclosed therein. In view of the 
facts of the case as published, the 
omission to disclose the prelimi- 
nary expenses incurred may fall 
within section 282 of ithe 
Indian Companies Act, even if the 
omission is of a technical nature 
as per judgment in Baidya Nath 
v. Emperor (1985) C.741 (iv). 
In my opinion there should be no 
bar to the payment of the prelimi- 
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Sales tax on essentials. 


At a reception given to him by 
the Madras Hotels Association, 
Mr. Mahavir Tyagi, Minister of 
State for Fimance is reported io 
have appealed to the State Gov- 
ernments to withdraw the levy of 
sales tax on essential commodities 
like foodstuffs so as to bring about 
the lowering of prices. 


an. + * 


Tax increase in the United States 
of America. 


Mr. John Synder, Secretary of 
Treasury asked the Senate to add 
about 8,000 million dollars to 7,200 
dollar tax increase approved by 
the House of Representatives. 


nary expenses by the company 
when claimed after the statutory 
meeting. 


* x at 


Mr. Aroop La, F.C. A 


Ludhiana writes :— 


Will any readers communicate 
whether holders of Preference 
Shares are to be deemed to be in- 
cluded in the word ‘members’ as 
appearing under Section 131 (8) 
of the Indian Companies Act? If 
so, what is the object of confer- 
ring specific rights to the same 
effect on holders of Preference 
Shares under Section 146 of the 
same Act? I would also like to 
invite the opinion of the readers 
as to the validity of Regulation 
108 in view of the provisions of 
the Indian Companies Act and the 
contents of Regulation 106. 


x a a 


Mr. Aroop Lal, 
Ludhiana writes :— 


Dr.. Rustom C. Cooper will 
kindly give.a reference of the case 


F.C. A., 
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from which the main facts regard- 
ing the B.E.S.T. fraud referred 
to by him in his article ‘‘Account- 
ing Problems of our National 
Corporations” published in April 
1951 issue of the Bulletin can be 
known, or if these are not the 
subject of any case, then some 
facts known to Dr. Cooper may be 
published in the Bulletin for the 
information of the up-country 
practitioners. 


* $ + 


Shri U. S. Lekhi, Chartered Ac- 
countant, Jaipur writes: 


With reference to the query 
raised by Mr. 8. P. Mehta in May 
issue of the ‘Bulletin, on the con- 
version of a ‘private’ company into 
a ‘public’ company, the Registrar 
is not required to issue new certi- 
ficate of incorporation in place of 
the old one. No particulars of 
change are required to be given 
in the Certificate of Incorporation. 


On the contrary a private com- 
pany is converted into a public 
company at that very moment 
when the company alters its arti- 
cles withdrawing the restrictions 
imposed by Section 2 (13). 


The old Certificate of Incorpora- 
tion describing the status of the 
company as a ‘private company 
cannot be a false represen- 
tation because every person who 
deals with a company, is expected 
to go through its Articles of Asso- 
‘ciation. 


As in every copy of articles 
issued after the date of alteration 
of the articles the company 1s re- 
quired to incorporate such altera- 
tions, persons dealing with the 
company will naturally come to 
know that the company is now a 
public company. 


If reference is made to Section 
23 of the Indian Companies Act, 


it will be appreciated that at the 
time of issuing a Certificate of 
Incorporation a Registrar is re- 
quired to certify only two facts— 
one that the company has been 
incorporated and: that the other 
that the company sis ‘limited.’ In 
my opinion a Registrar by disclos- 
ing in a certificate that a company 
is a private or that a company is a 
public company, exceeds his 
powers and the requirements of 
section 238. 


* ™ x 


Mr. N. Sampath, Coimbatore 
writes :--— 


With reference to the query of 
Mr. T. M. Venkataraman in the 
June issue of the Bulletin, my 
opinion is as follows: As the 
word ‘person’ has not been defined 
in the Companies. Act, naturally 
we have to turn to the General 


t ¢ 


Clauses where person’ in- 
cludes any ‘company.’ The 
principle applicable is that 
the “person” must hold an 


independent position in Law. So, a 
company registered under the Act, 
if authorised by its Memorandum 
to be the manager of some other 
company can act in that capacity. 
I would draw Mr. Venkataraman’s 
attention to Section 87 of the Com- 
panies Act itself. It requires 
every company to keep at its Re- 
gistered Office a Register of Direc- 
tors, Managers and Managing 
Agents containing with respect to 
each of them, the following parti- 
culars namely: 


(a) in the case of an indivi- 


in the case of a corpora- 
tion, its .¢orporate name 
and registered or principal 
office and the full name, 
address and nationality of 
each of its directors. 

From the above it is clear that a 
company may be a director or 
manager of another company. 


(b) 
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Mr. K. L. Agarwal, A.C.A., 
Chartered Accountant writes :—- 


With reference to the query of 
Shri T. M. Venkataraman pub- 
lished in the June issue of the Baul- 
letin, I am of opinion that the view 
expressed by him is correct. The 
present definition of ‘manager’ in 
the Indian Companies Act, 1913 
was substituted by the Amending 
Act (XXII) of 1986. The defini- 
tion of ‘managing agent’ which for 
the first time found its place in 
our Companies Act, was inserted 
by the same Amending Act. It 
therefore appears that the legisla- 
ture’s intention was to exclude a 
firm cr company from acting as a 
manager of another company by 
using the word ‘a person’ only in 
the definition of ‘manager.’ The 
words -a person, firm or company’ 
as used in the definition of manag- 
ing agent do not find place in the 
definition of manager. Another 
notable feature is the use of the 
words ‘by virtue of an agreement 
with the company’ in the definition 
of managing agent while in the 
definition of manager the words 
are ‘whether under a contract of 
service or not? A firm or com- 
pany can be entitled, as of right, 
to the management of another- 
company only when there is an 
actual agreement between the 
parties but a person (e.g. a diruc- 
tor) who actually manages the 
company without an agreement 
with the company for that pur- 
pose may be a manager but not a 
managing agent. 


* a mt 


Mr. N. Sampath, Coimbatore 
writes :— 


Many of the notices to the 
shareholders regarding the 
Annual General Body Meeting of 
a‘company contain the following 
agenda namely “to appoint an 
auditor or auditors and 
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fix -his or their temu- 
neration. Messrs............ the 


retiring auditors being eligible 
offer themselves for re-election.” 
Will it not be a breach of protes- 
sional propriety if the retiring 
auditors offer themselves for re- 
election? 


* * * 


Mr. P. N. Bahri, Chartered 
Accountant at Dehra Dun writes: 


Under Section 84 (1) Indian 
Companies Act, it is necessary for 
the company to comply with fol- 
lowing requirements before a 
person is named as director or 
proposed director in any prospec- 
tus or statement in lieu of pros- 
pectus issued by the company :— 


(i) To file with Registrar of 
Joint Stock Companies a 
consent in writing duly 
signed by him. 


Gi) (a) Either signed the 
memorandum for not 
less than the qualifica- 
tion shares or 


(b) Taken from the com- 
pany and paid or 
agreed to pay for the 


qualification shares, or 


Signed and filed with 
the Registrar a con- 
tract in writing to take 
from the company and 
pay for his qualifica- 
. tion shares, or 

(d) Made and filed with 
the Registrar an aff- 


davit to the effect that. 
a number of shares, 


(c) 


Mr. M. M. Muzumdar has shift- 
ed to Belgaum to the following 
address care “Messrs. Borkar & 
Muzumdar, Chartered Account- 
ants, Ramdeo Galli, Belgaum.” 


not less than his quali- 
fication, are registered 
in his name. 


Now the company files with the 
Registrar a statement in lieu of 
prospectus and names directors 
who have not signed the memoran- 
dum but have paid application and 
allotment money on the qualifica- 
tion shares. The return of allot- 
ment includes the names of such 
persons and in the declaration 
signed by the company under 
Section 1038 (2) it is stated that all 
the directors have paid for the 
qualification shares to the extent 
of application and allotment 
money. In addition to the consent 
as required under clause (i) the 
Registrar wants a contract in 
writing as mentioned in (ij) (c) 
above disregarding the provision 
under clause (ii) (b) where it is 
clear that the requirements will be 
satisfied if the shares are taken, 
(allotted) and paid for by the 
directors named in the statement 
in lieu of prospectus. I feel that 
when the return of allotment and 
declaration are filed and it can be 
verified from there that shures are 
taken and paid for there should be 
no demand for a separate contract 
to take shares as mientioned in 
clause (ii) (c) above. 


* * * 


Mr. T. M. Venkataraman, Coim- 
batore writes: 


With regard to the query raised 
by Mr. R. S. Gandhi in the June 
issue of the Bulletin the following 
are my views on the points: 


PERSONAL NOTES 


Mr. P. T. Sampath Kumaran 
who is now practising under the 
name and style of “Sampath 
Kumaran & Co.” was practising 
previously under the name of 


July, 1951. 


1.. There is no mention any- 
where in the Companies Act to 
presume that the general meeting 
under Section 76 and Section 181 
of the Indian Companies Act are 
one and the same. The company 
will be within its rights if it 
holds a separate meeting for satis- 
fying the provisions of Section 76 
and a separate meeting for Section 
131; But usually as no advantage 
is gained by holding separate 
meetings only one meeting is held 
to comply with the provisions of 
both these sections. 


My answer to the first query is. 
as follows: There is no compul- 
sion that the annual accounts and. 
balance sheet should be laid be- 
fore the annual general meeting 
under Section 76 so long as a sepa- 
rate meeting is held for that 
purpose, 


In view of this legal position 
stated above two separate penal 
clauses for non-compliance with 
Sections 76 and 131 are provided 
as the Act does not link the two. 
sections in any manner. 


As regards the fourth point 
raised, the case of “Ramanujam 
Appalaswamy and others in re” 
(1941 Company cases Vol. XI, 
p. 177) may be referred to. There- 
in both the counsel for petitioners 
and Public Prosecutor were 
unable to point out any provision 
in the Companies Act whereby the 
Registrar can extend the time for 
holding the general meeting as 
required by Section 76. 


“P. T. Sampath Kumaran” since 
May 1960. 
* ¥ * 

Shri Girdharlal P. Ashar, 
G.D.A., F.C.A., (Membership No. 


July, 1951. 


594) has shifted his office 
from Jalgaon to Bombay from 
Ist July 1951 and his address 
is ‘“Walji Shamji Building, Block 
No. 1, Chandravarkar Lane, 
Borivli (Bombay).” 


' 4 bai ie 


Shri Lal Bahadur (Membership 
No. 2012) has started his practice 
in the firm name of Lall & Co., 
Chartered Accountants at 7, 
Barron Road (Near Minto Road), 
New Delhi from 12th June 1961. 


ms y + 


Shri Rama Mohan Lall, B.Com., 
LL.B., A.C.A. of Jain Lall & Co., 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative ag the re- 
solutions of the Council would be. 


Chartered Accountants, Kanpur 
has now obtained the degree of 
Master of Commerce in the Agra 
University. 


Shri E. C. Jacob, B.A., A.C.A. 
has commenced practice at Kotta- 
yam from 26th March 1951 with 
his office in K. K. Road, Kottayam, 
United States of Travancore and 
Cochin. 


Messrs. Thulasi Ram & Co. 
have shifted their office to 228, 


BUSINESS NOTICE 


Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 
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Govindappa Naick Street, 
Madras-l. 
+ 2 ne 
Shri G. T. Lalit, ACA, 
Chartered Accountant, advises 


that his address is 252/16, Limaye 
Wadi, Sadashiv Peth and not 
Lunaye Wadi as stated in the 
May issue 1951 of the Bulletin. 


x ki mM 


Shri P. K. Basu, B.Com., 
A.C.A., has shifted his office which 
is run under the name and style 
of Messrs. P. K. Basu & Co., Char- 
tered Accountants to 158/1, Radha 
Bazaar Street, Calcutta-1. 


ments, New Delhi, and all com- 
munications relating to matters 


to be published in the Buletin, 
such as correspondence, articles 


and personal notes should 
be addressed to the Editor, Post 
Box No. 1854, MADRAS—1. 
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EDITOR’S NOTES 


Elsewhere in this issue we 
have published the Indian Cem- 
panies (Amendment) Ordinance, 
1951 promulgated by the Presi- 
dent to amend the Indian Compa- 
nies Act, 1918. The Ordinance 
imposes restrictions on amend- 


ment of articles of association of 


comftanies and variation of agree- 


ments relating to the appointment 
or election of managing directors 
or directors not liable to retire by 
rotation and restrictions on exten- 
sion of term of office of managing 
agents and transfer of managing 


agency. Further, ; restriction ‘is 


introduced on changes‘in the con- 
stitution of managing agency 
firms and companies and on 
amendment to articles or agree- 
ment relating to appointment or 
remuneration of managing agents. 
The amendments also provide for 
alternative remedy to winding up 
in case of mismanagement or 
oppression. Power is also vested 
in the Central Government to 
appoint Advisory Commission and 
to make rules in respect of certain 
matters. 

A Press note issued by the 
Finance Ministry states that the 
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Ordinance was intended to prevent 
the passing of well established 
and reputable joint stock enter- 
prises into “unscrupulous hands, 
who wish to acquire control for 
their personal advantage to the 
detriment of investors and inter- 
ests of the companies themselves.” 
The amendments brought in by 
the Ordinance do not absolutely 
prohibit changes in the office of 
managing agent or director, but 
only impose a condition that for 
such changes the approval of the 
Central -Government should be 
obtained. The 
India has set up a commission of 
three members to advise the Gov- 
ernment in the exercise of its 
powers to accord or withhold 
approval of any change in the 
controlling interest of the existing 
companies. It is believed that the 
Government will refuse to give 


Government of 


such trans- 
actions as will have the effect of 
vesting control of the companies 
in unscrupulous hands and that 
the Government will atcord sanc- 
tion to all bonafide transactions. 


sanction only for 


The measure is said to be a tenipo- 
rary one which will be in force 
until the Indian Companies Act is 
comprehensively amended. 


x * * 


Reports which have appeared in 
the Press on the Indian Income- 


tax Amendment Bill show that the 
proposed amendments on most of 
the important matters have not 
the- approval . of- the- various - pro- 
fessional associations’ ‘and com- 
mercial bodies: "concerned. The 
proposal to empower the Income- 
tax Department .to levy penalty 
on the Chartered Accountant if 
cenalty is levied on the assessee 
whom he represents and to dis- 
qualify the Chartered Accountant 
from representing ussessees in 
income-tax proceedings on such 
penalty being levied on him is‘one 
of the most objectionable. features 
of the Bill. There are other provi- 
sions in the Bill, which, if enacted, 
will have far-reaching consequ- 
ences and people should have 
sufficient time to think and express 
their views on them. It is there- 
fore believed that the reported 
decision of the Government not to 
Bill 
session of Parliament but to leave 


place the in “the present 


the matter with the newly clected 


' Parliament will have the approval 


of the, country. The views on the 
proposed amendments already ex- 
pressed by various associations 
and individuals will be helpful in 
drafting the amendments.afresh. 


* 4 * 


We have annexed’ to this issue 
a supplement containing the views 
of the Council of the Institute of 


. August,. 1951. 
Chartered Accountants of India on 
the provisions of the Indian 
Income-tax Amendment Bill. 


- Pat - æ ~- y u e w 


A notification of the Council has 
been published in this issue that 
the first examination under the 


Chartered Accountants Regula- 


.tions will be held on the 15th and 


16th November, 1951 and the final 
examination on the 18th, 14th, 
15th and 16th November, 1951 at 
the usual centres. Applications 
for admission to these examina- 
tions together with the necessary 
certificates and demand draft for 
the examination fee should reach 
the Secretary to the Council not 


later than 15th September, 1951. 


* + + 


The Council has decided that a 
list of members of the Institute 
who seek employment or who are 
willing to accept an employment 
if offered by Central or State Gov- 
ernment should be maintained so 
ihat a copy of that list may bo 
supplied to those who would re- 
quire it. The intending incum- 
bent may, therefore, write to the 
Secretary’ of the Institute for the 
inclusion of his name in the said 
list giving full particulars about 
his name, date. of birth, qualifica- 
tions and the minimum salary 
acceptable, and the languages in 
which he can conduct the audit, 


H 


August, 1951. 
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NOTIFICATIONS BY THE COUNCIL 


The Law Committee of che 
Council considered the amend- 
ments proposed to the forms of 
the Balance Sheet and the Profit 
& Loss account under the Bank- 
ing Companies Act and submit- 
ted the following views to the 
Reserve Bank of: India. 


Our Council is in general 
agreement with the amendinents 
proposed to the forms of the 
Balance Sheet and Profit & Loss 
account but with regard to parti- 
cular items it has definite propo- 
sals which are stated’ below:-- 


1. FORM. ‘A’ FORM OF THE 
BALANCE SHEET: 
(a) Capital and Liabilities 
side: 

Sub-item (1)—-It is suggested 
that note (b) should be omitted. 
This may be done but at the same 
time Section 17 should be amend- 
ed to make it clear that the por- 
tion of the Reserve which is not 
relating to the amount to be set 
aside under Section 17 shall 
always be utilisable at any time 
by the Banking Company in any 
manner. 


‘Sub-item (iv)—-While the prin- 
ciple underlying this change is 
agreed to, it should be made very 
clear that the heading “Advances” 
is the main heading so that the 
sub-headings; Loans, Cash Credits, 
Over-drafts, etc.; and bills dis- 
counted and purchased are distin- 
guished as such and the total 
hereof is extended in an outermost 
column to show the total figure 
of advances as one item. The 
purpose hereof will be achieved 
by showing the item columns-wise 
as shown below :— 


1. Loans, Cash Credits, Over- 
drafts, etc: 


(i) In India 





(ii) Outside India 





2. Bills Discounted and Pur- 
chased (excluding Trea- 
sury Bills of the Central 
and State Governments). 


(i) In India 








(ii) Outside India 


H. FORM OF PROFIT 
LOSS ACCOUNT: 


Para (a) Income Side, 

Para (1)—The Council is of 
the definite opinion that the words 
“and other usual and necessary 
provisions” should be omitted. 
This suggestion is made with the 
definite objective that a provision 
like this would involve an un- 
necessary argument between the 
banking companies and their 
auditors. What may be usual tor 
a particular banking company 
may not be usual for another 
banking company and it is doubt- 
ful whether one can say with any 
degree of accuracy whether a 
particular provision is necessary 
or not. It is also not clear as to 
whether the terms “usual and 
necessary provisions’ will be 
taken in relation to a particular 
banking company or in relation 
to banking companies in general. 
It is therefore suggested that this 
heading should be deleted alto- 
gether. 


AND 


The other objective underlying 
this suggestion is that it affects 
the proper disclosure of the nett 
loss on sale or revaluation of m- 
vestments, gold and silver, land, 
premises and other assets. In this 
connection attention may also be 
invited to sub-item (c) under this 
heading. A suggestion is made 
hereunder to the effect that’ such a 
nett loss may be deducted from the 
income. The Council on the other 
hand is of the view that the nett 


loss on sale in respect of these 
items ought to be shown separate- 
ly as an item on the debit side or 
the expenditure side of the Profit 
and Loss Account and it is there- 
fore suggested that a separate 
heading should be inserted on the 
expenditure side as under :— 


“Nett loss on sale of invest- 
ments, gold and silver, land, 
premises and other assets.” 


If nett loss of this nature is 
allowed to be deducted from any 
income head without a proper dis- 
closure with and without an indi- 
cation or a full disclosure as sug- 
gested, it would give a very wide 
latitude to unscrupulous banking 
companies. In this view, the 
Council reaffirms its view that the 
amount of nett loss on sale of such 
assets ought to be stated specifical- 
ly on the expenditure side of the 
Profit and Loss Account. The 
Council sees no objection in the 
loss on revaluation of such assets 
being deducted from a particular 
head but the fact as to such deduc- 
tion having been made ought to be 
stated against the relevant income 
head. 


The Council is pleased to note 
that its suggestion with regard to 
the two headings on the income 
side of the Profit and Loss Account 
have been carried out but a small 
amendment is suggested that be- 
fore the word “account” appearing 
at the end of the headings sug- 
gested to be substituted, the words 
“any other” should be added. This 
should be done to make it clear 
that a credit to any account other 
than the Profit and Loss Account 
should be permissible and if such 
a credit is given or retained in any 
account, the disclosure of the same 
need not be made in the Profit and 
Loss Account itself. 


The Council has an additional 
suggestion to offer with regard to 
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the existing form and it is this. 
The heading of the Income Side 
reads as under :— 


“Income (less provision made 
during the year for bad and 
doubtful debts). 


This enables a banking companv 
to deduct such a provision from 
any ‘one of the income heads and 
it is not necessary that such a 
deduction should be made from the 
first income head of “Interest and 
Discount” which is the real head 
to which the bad and donbtful 
debts relate. In this view the 
Council suggests that the words 
“(less provision made during the 
year for bad and doubtful debts)” 
be deleted from the main heading 
“Income” and be substituted after 
the specific heading “Interest and 
Discount” in the form of the Profit 
and -Loss Account, _ 

The Council also suggests that 
the words “Land, Premises and 
other Assets” should be omitted 
from the amended heading (iv). 
This suggestion is made with the 
objective that an artificial inflation 
of values or even a correct 
inflation without the realisation 
part of values of such assets 
should not be permissible. At the 
same time with the deletion of this 
heading, a substantive section in 
the Act itself will have to be in- 
serted providing that a revalua- 
tion of Land, Premises or Assets 
other than Investments, Gold and 
Silver shall not be permissible. If 
this is done, the queStion of 
making such a revaluation, taking 
credit to the Profit and Loss 


Account and making a dividend 
distribution out of such inflated or 
unrealised surplus will automati- 
cally not arise. l 


(iv) It is suggested that the 
headings “Depreciation on Bank’s 
property” and “Repairs to Bank’s 
Prorerty” should be combined. 
The existing provision is the better 
one and gives a better picture. 
There is no reason why a combina- 
tion should be allowed. If sepa- 
rate particulars ‘are ‘given, it 
enables the shareholder to find out 
the amount of depreciation that is 
provided and to determine the 
adequacy thereof. 


I am further directed to state 
that the Act should be amended as 
suggested above and a particular 
reference is made to Section 17 
and 30 of the Act. By way of re- 
minder, I may invite vour particu- 
lar attention to the observations 
made under the respective section 
heading in our letter No. 
15-CA(1)/50 dated 26th June, 
1950 addressed to the Deputy 
Chief Officer. Attention is also 
invited to the previous letters 
addressed by the President and 
particularly to letter No. 544 dated 
the 25th of August, 1950 and letter 
No. 648 dated the 5th of December, 
1950. Not only the amendments 
in Section 17 should be considered 
and decided upon but the require- 
ments as to the Auditor’s Report 
in relation to the exceptions pro- 
vided in the United Kingdom 
Companies Act for banking com- 
panies is also called for. 


S. VENKATARAMAN, 
Secretary. 


N 


D 
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No. 7-CA (14) /51, New Delhi, the 
2nd August, 1951. 


In: pursuance of Regulation 23 
of the Chartered Accountants Re- 
gulations, 1949, the Council of the 
Institute of Chartered Account- 
ants of India is pleased to direct 
that the First Examination under 
the said Regulations will be held 
on the 15th and 16th November, 
1951 and the Final Examination 
on the 18th, 14th, 15th and 16th 
November, 1951, at 10 A.M. and 
2 P.M. every day. The examina- 
tions will be held at each of the 
following centres provided that a 
sufficient number of candidates 
present themselves for examina- 
tion :—~1. BOMBAY, 2. MADRAS, 
3. CALCUTTA and 4. DELHI. 


2. Applications for admission 
to these examinations are requir- 
ed to be made on the prescribed 
forms, copies of which may he 
obtained from the Secretary to the 
Council of the Institute of Char- 
tered Accountants of India, New 
Delhi. Each such application to- 
gether with the necessary certifi- 
cates and a Demand Draft payable 
at New Delhi and drawn in favour 
of the said Secretary for an exami- 
nation fee of Rs. 50 in the case of 
the First Examination and Rs. 75 
in the case of the Final Examina- 
tion must be sent so as to reach 
the Secretary to the Council not 
later than 15th September, 1951. 
An additional fee of Rs. 50 is 
payable by candidates who apply 
for the first time for admission to 
the Final Examination and who 
have been exempted from passing 
the First Examination. 

S. VENKATARAMAN, 


S ecretery. 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


Income-taz. 


Non-residents—Option of being 


Attention is invited to the 


Central Board of Revenue, New assessed on the basis of world amendments made to section 17 of 


Delhi, the 9th May, 1951, 


income — Instructions 


regarding. 


the Indian Income-tax Act by 
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Supplement to the August issue of the Bulletin. 


E CHARTERED ACCOUNTANTS OF INDIA 


Memorandum of the Council on the Indian Income-tax 


The Secretary to the Government 
of India, 

Ministry of Finance, 

Revenue Division, 

NEW DELHI. 


(Through the Secretary to the 
Government of India, Ministry 
of Finance, Department of 


Economic Affairs, New 
Delhi). 
SUBJECT: Indian Income-tax 


(Amendment) Bill, 1951. 


REFERENCE: Your letter No. 4 
(41) IT/51 dated 11th June, 
1951, 


DEAR SIR, 


I beg to send herewith the 
memorandum containing the 
views of my Council on the above 
Bill. While sending the enclosed 
memorandum, I am desired to add 
the following views of the Council 
on various questions which are 
not covered by the said Bill. 


Assessment of a Hindu Undivided 
Family and Association of 
Persons. 


2. My Council has noted that 
the provisions as found contained 
in the Indian Income-tax Act 
(hereinafter referred to as ‘the 
Act’) as also in the aforesaid BiN, 
contemplate the assessment of a 
Hindu Undivided Family and an 
Association of Persons as one 
unit. Though Section 8 of the Act 
refers to the chargeability of in- 
come-tax in the case of an associa- 
tion itself or on “the members of 
the association individually”, 
there is no provision traceable in 
the Act cutlining the procedure as 
to how in the case of an Associa- 
tion other than a partnership, the 


members can be allowed to seek 
assessment on themselves indivi- 
dually. It will be seen that there 
is no section analogous to Section 
26A, vroviding for the registra- 
tion of a partnership firm, in the 
case of an association of persons. 
Similarly a Hindu Undivided 
Family has been treated as a unit 
by itself under the charging 
section 8 of the Act. The propo- 
sition cannot be disputed that 
every person should be assessed 
according to his means and capa- 
city to pay. In fact this proposi- 
tion is accepted basically even in 
the scheme of the Act. Reference 
has in this connection to be made 
to Sections 26A, 40 and 41 relating 
to the assessment of a firm, trust 
or association. whose profits are 
divided and distributed amongst 
the partners or members therein 
in a definite or determinate pro- 
portion. If this principle is con- 
ceded. as undoubtedly it has been 
conceded. the present. treatment 
received by a Hindu Undivided 
Familv and, in most cases, an 
Association of Persons is certainlv 
inequitable. A Hindu Undivided 
Family consisting of say 10 male 
adult members all contributing to 
the earning of its Income, profits. 
and gains. is assessed as a unit 
just as an individual making the 
same amount of earnings. It is 
true that in recent years in the 
assessment of a Hindu Undivided 
Family a higher exemption limit 
has been allowed in the matter of 
income-tax assessment and a 
higher limit orescribed for rebate 
in respect of life insurance fre- 
mium, but that does not in anv 
way mitigate the evil of the joint 
assessment of the ten male adult 
members in respect of their joint 
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earnings as one unit. Similarly 
an association of persons consist- 
ing of ten members, all working 
together, to make profits divisible 
among them in definite propor- 
tions, is beng assessed as one 
unit and there is no provision or 
procedure by which the associa- 
tion may seek the assessment of 
profits, so made, in the hands of 
the individual members thereof 
in the proportion to their resver- 
tive shares. 


3. In fact. it is the aforesaid 
inequity or injustice involved in 
the assessment of Hindu Undivid- 
ed Families which is responsible 
for a partial or even complete 
partition being effected in a 
number of cases. Once a business 
carried on by a Hindu Undivided 
Family is partitioned and is sub- 
sequently carried on by the same 
members in the status of a part- 
nership, the members, on getting 
the firm registered under Section 
26A. are assessed individually on 
their respective shares or profits 
from the same business. It will 
thus be recognised that in order 
to claim the equity of assessment 
and tax ability in accordance 
with the means and capacity to 
pay, the members of a Hindu Un- 
divided Family have perforce to 
effect a partial partition. It is 
the considered view of the Council 
that such a handicap being ex- 
perienced by a Hindu Undivided 
Family needs to be remedied. 


4. On the facts and in the cir- 
cumstances above explained, it is 
the considered suggestion of my 
Council that suitable provisions 
on the lines of the present Section 
26A may be introduced in the Act 
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to enable a Hindu Undivided 


Family and an Association of 
Persons to claim, assessment on 
the lines of a partiership firm, 
with the male adult members in 
the case of a Hindu Undivided 
Family and members forming the 
association in the case of an A8ss0+ 
ciation of Persons, being treated 
as -partnere in.a firm with shares 
they are ‘respectively entitled to 
according to the provisions of 
Hindu Law or the agreement re- 
lating. to the formation of the as- 
sociation, as.the case may be. 
This,,.itvis genuinely felt by the 
Council, will also go a long way 
to, put a stop to the various devices 
of avoidance (eg. partial parti- 
tion, transfer of assets, be- 
nami . transactions, ete., etc.) 
The urge for _ such de 
vices is inevitably felt owing to 
the inequity involved at present 
in , the assessment of the Hindu 
Undivided Families and ‘Associa- 
tions of Persons. 


L * 


Revision of over-assessment. 


5. My Council has noted that 
though the present Bill has taken 
care to provide measures and 
powers to deal with all cases of 
under- assessment and conceal- 
ment of i income in the present and 

past assessments, the Act or the 
Bill contains no provision what- 
soever to enable the assessee to 
seek. revision of an over-assess- 
ment to which he has been sub- 
jected in the past for no fault of 
his. For instance, it may be that 
in the course of the assessment 
for .1950- 51, . , the ro. 
deinad by. him in the said assess- 
ment relates to and was admissi- 
ble in the assessment for, say. 
1946-47, which was, closed, several 
Years ago. In such’ a’ case there 
is ‘no ‘provision ‘existing or Propos- 
éd Pursüant to which“the adsessee 
‘ean be ` ind position to have his 


‘S4sedsment ‘for ‘1946-47 suithbly - | 


revised or reduced. The right to 
claim revision or reduction of a 
past assessment in such cases 
should not be denied under any 
circumstances whatsoever. It is 
curious that the’ recommendation 
of the Incomectax Investigation 
Commission also’ in this matter 
has been ignored in the present 
Bill. The relevant paragraph 253 
of the Commission’s Report is 
reproduced below :— 


“A claim has been made that 
the assessee’s right to ask for 
reopening of an assessment 
should be co-extensive with that 
of Government under section 34 
of the Act. This position is 
scarcely tenable because ordi- 
narily the assessee will be in 


possession of all information 
material to the assessment. 
However, & measure of relief 


against genuine hardship even 
in this class: of cases may be 
obtained by resorting to the 
revisional procedure prescribed 
under section 383A of the Act, 
as we have recommended above 
that the time limit prescribed 
by section 33A should be capable 
of being relaxed for just and 
sufficient cause. It is, however, 
conceivable that justice cannot 
be done in some cases even in 
exercise of the  revisional 
powers under section 33A. We 
would accordingly suggest that 
a limited power of review may 
be conferred on the Income-tax 
authorities similar to that 
~ possessed by the Civil Courts on 
discovery of new material which 
could not have been produced 
with due diligence during th 
original proceedings. Reference 
in this connection may be made 
to section 24 of the English 
Finance Act of 1928 though 
that section is in terms limited 
to assessment under Schedule 
D. Under that section any 
agsessee, who alleges that the 
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assessment ` was excessive by 
reason of some error or mis- 
take in the return or statement 
made by him, may, at any time 
not later than 6 years.after the 
, end of the year of assessment, 
make:an application for ‘relief 
to the Commissioners of Inland 
Revenue, and the Commission- 
ers are authorities to give ‘by 
way of repayment such relief in 
respect of the error or mis- 
take as is reasonable and just.” 


The Council feels that denial of 
the right to seek revision or re- 
duction of assessment in the cir- 
cumstances above referred to will 
be contrary to principles of 
natural justice and fairplay. 


Appointment of Accountant- 
Member to the Appellate 
Tribunal. 


6. The Council is of the defi- 
nite opinion that the proviso to 
sub-section (8). of Section 5A 
enabling the Government to an- 
point as an Accountant-Member 
any person other than a Charter- 
ed- Accountant, should be remov- 
ed. In view, however. of the ob- 
servations of the Income-tax In- 
vestigation Commission in para- 
graph 821 of their Report ex- 
pressing “doubt whether on-the 
ray at present offered tu.a member 
of the Tribunal, especially as the 
appointments are for short terms, 
successful members of the legal 
and eccountancy professions would 
come forward to accept these 
rosts”, the Council refrains from 
pressing the removal of this 
proviso. At the same time the 
Council is willing to give an as- 
surance to the Government that it 
will be prepared to submit a ganel 
of names of chartered accountants 
duly qualified and competent 
enough for the post of the Ac- 
countant-Member of the Tribunal, 
whenever renuired, thus ‘disrelling 
the aforesaid doubt expressed by 
the Cammission. 
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7. In the end the Council 
wants it to be clearly understood 
that they have found themselves 
unable to agree with certain pro- 
visions in the Bill intended to vest 
in the Income-tax Authorities 
certain very far-reaching and 
drastic powers, e.g. entry in pre- 
mises, seizure of books, calling for 
information of confidential 
nature from persons holding posi- 
tion of trust and responsibility, 
such as banks, chartered account- 
ants, etc., for the main reason 
that the present relations between 
the assessor and the assessed are 
not cordial or harmonious. An 
atmosphere of goodwill which 
alone can ensure a fair deal both 
to the Government and the public 
has to be restored. The provi- 
sions above referred to are likely 
further to impair the relations 
between the Department and the 
assessee. The Council feels that 
with the restoration of goodwill 
between the two, the necessity for 
such provisions will not be felt. 


Yours faithfully, 
(S. VENKATARAMAN), 
Secretary. 





MEMORANDUM FROM THE 
,SCOUNCIL OF THE INSTITUTE 
OF CHARTERED ACCOUNT- 


ANTS OF INDIA ON THE 
INDIAN INCOME-TAX 
(AMENDMENT) BILL, 1951. 


(NorTeE:—The following comments 
are made on the various clauses 
of the Bill seriatim. Immedi- 
ately after the clause number is 
mentioned the section affected, 
if any, by the clause). 


Clause 1---Effective date should 
be the first day of April follow- 
ing the passing of the Bill into 
law. 


Reason—The Act should not 
have retrospective effect to 
touch the existing rights. 


Clause 2— (Section 2)—(c) (ili) 
adding new clause (e) to Sec- 
tion 2 (6A)—IJt should be de- 
leted. sii 


Reasons—(a) The provision 
relates to.a .company which 
attracts the provisions of 
Section 23A. The accumulat- 


- ed profits of such a company 


would normally have been 
wholly or partly declared as 
dividend under that Section. 


(b) In a case where 23A is 
applicable, the provision at 
tresent appearing or as else- 
where proposed, as per the 
Bill, in the Section, is enough 
to cover all cases where pro- 
fits ere allowed to be accu- 
mulated, to avoid super-tax. 


(c) The provision as it is word- 
ed refers to “advances or 
loans to any of its sharehold- 
ers’; in other words, it con- 
templates a situation when 
advances and loans have been 
made not to all shareholders, 
but to anyone or more but not 
to all of them. In such a case 
it will be too much to say that 
this is a distribution of profits 
by way of dividends. 


(d) The determination of the 
question whether the pay- 
ment is out of accumulated 
profits, solely on “the opinion 
of the J.T.O.” will not inspire 
confidence in the mind of the 
assessee. 


Substituting new clause (6C) 
for existing. clause (6C)— 
sub-cluuse,, (v) thereof — 
Should be deleted. 


Reasons—-There seems to be no 
case for treating compense2- 
tion received by a Managing 
Ageney which has a control- 
ling interest in the company 
concerned, differently from 
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the case where the Managing 
Agency receiving compensa- 
tion has no such controlling 
interest. The Council notes 
that as far as the admissibility 
of. the compensation paid by 
a company to the Managing 
Agency, whether or not the 
Managing Agency has a con- 
trolling interest in the com- 
pany, no change is propoged 
in the existing law. If itisa 
fact that the payment of 
compensation resulted he- 
cause of bona-fide business 
consideration, this will con- 
stitute a case for the disal- 
lowance of the payment in 
the hands of the payer him- 
self. 


Clause 8—(Section 4)—(a) (i)— 
For the word “two”, substitute 
the word “one.” 


Reasons —The object of the de- 
sired change is to facilitate 
the transmission of income 
eerned in foreign countries 
to India. It is not, under- 
stcod as to why the facility 
should be granted only when 
the income was earned in a 
foreign country by a person 
who was not resident in the 
taxable territories for 2 
years. Such facility should 
be allowed, once the principle 
is conceded, also to a person 
whe was non-resident for 
one year only. 


(a) Gii)—addition to new ex- 
planation 5 to Section 4(1)— 
Clause (i) to new explana- 
tion should be deleted. 


Reasons—tIn the opinion of the 
Council the provisions of 
Section 42(2) and (8) are 
adequate to bring within 2s- 
sessability profits which can 
reasonably be held to arise in 
India on account of. such 
sales. 
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In clause (iv) of the explanc- 
tion, add the words “in the 
taxable territories” at the 
end. 


Reason—tThis is for clarifica- 
tion and to remove ambiguity. 


(b) (i) substituting fresh sub- 
section 4 (8) (i)—sub- 
clauses (a) and (b) should 
be deleted. 


Reasons—Business on behalf 
of a charitable body should 
continue to enjoy the exemp- 
tion. If this exemption is 
withdrawn, it will mean a 
severe set-back to the publie 
utility objects which are 
mainly financed by charitable 
institutions. Moreover Sec- 
tion 54 provides for prosecu- 
tion and withdrawal of the 
exemption in undeserving 
cases. This gives sufficient 
safeguard to see that the ob- 
jects of the trust are carried 
out. 


Clause 4—(Section 44A)—(b)— 
Explanation proposed to he 
added at the end of the section 
should be deleted. 


-~ Reason—It is not understood 
how the question of status as 
a resident or non-resident in 
taxable territories can be 
linked with any particular 
source of income. 


Clause 6—(Section 5)—The fol- 
lowing amendment is neces- 
sary:—In sub-section (4) for 
the words “Central Board of 
Revenue”, wherever they occur, 
the words “Appellate Tribunal” 
should be substituted. 


Reasons—As per Investigation 
Commission’s recommenda- 
tion No. 148, the Appellate 
Assistant Commissioner 
should be placed under the 
control of the Appellate 


Tribunal. (Consequential 
changes should also be made 
in sub-sections (6) and (7) 
of Section 5). 


(e)—Sub-section (54)—-Add a 
proviso—‘‘Provided that the 
Inspector of Income-tax shall 
not be competent to make any 
assessment or levy or Impose 
any penalty.” 


Reason—The Inspector should 
not be allowed to take deci- 
sions in matters of assess- 
ment and levy of penalty. 


(f)—-Sub-section (7) of Sec- 
tion 6—Add the word “In- 
scecting” at the beginning of 
the sub-section. 


Reason-—Only Inspecting As- 
sistant Commissioner (and 
not Appellate Assistant Com- 
_. missioner) should be sub- 
ordinate to Commissioner f 
Income-tax, 


tt 
p 
+4 anm i ma 


(g)—In sub-section (7B) to be 
added now, the words “sub- 
ordinate to him” should be 
clarified as the Section 20- 
where indicates or specifies 
which Income-tax Officer or 
Officers will be subordinate to 
Director of Inspection or Tn- 
specting Assistant Commis- 
sioner. Further sub-section 
(7) places Income-tax Off- 
cers as subordinate to Com- 
missioner of Income-tax. If 
the intention of the proposed 
(7B) is to make the same 
officer subordinate to two or 
three authorities, namely, 
Director of Inspection, Com- 
missioner of Income-tax, and 
Inspecting Assistant Com- 
missioner, it may create a 
dificult and awkward situa- 
tion for the Income-tax 
Officer especially where the 
instructions are conflicting 
or not identical. 


Clause 


Clause 
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Clause 6— (Section 7)—In the 


proposed new explanation 1 to 
section 7, the words “or any 
other amenity of whatsoever 
nature” occurring in para (a) 
and the proviso to that explana- 
tion should be deleted. 


Reasons—It will be too much 
to make an attempt to 
evaluate “amenity of whatso- 
ever nature’ allowed to an 
employee, Further, any 
amenity or benefit of a collec- 
tive nature cannot be fairly 
allocated or apportioned 
amongst the various emplo- 
yees who enjoy the same. 
The grant of a so-called 
amenity or benefit of a collec- 
tive nature does’ not mean 
any gain of cash value to the 
employee and if not provided 
by the employer, the emplo- 
yee would normally not incur 
such expenditure. 


11— (Section 10)—addi- 
tion of new proviso to Section 
10 (2) (i)—Add “and where, 
before the expiry of the period- 
of 20 years or. the term which- 
ever is earlier, the lease is ter- 
minated or his business wound 
up or closed, the proportionate 
amount for the unexpired 
period of the lease shall be 
deemed to be admissible ex- 
penditure of the year in which 
the lease is terminated or the 
business, closed or wound up az 
the case may be.” 


Reasons—This is in accordance 
with the proviso at the end of 
clause (6C) (iv) of Section 
2 to enable the full allowance 
of the premium paid in ad- 
vance, being permitted to 
the lessee on the termination 
of the lease or close of busi- 
ness. 


11—(Section 10)—(1) 
(ii) (b)—Proviso—For ihe 
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words “which are not for the 
, purposes? substitute ‘“‘other- 
wise than in the ordinary 
, course.” 


Reason—The words as occurring 
at present do not leave any 
scope for genuine temporary 
investments in the ordinary 
course of business. 


Add the following further pro- 
viso after the aforesaid pro. 
viso—‘‘Provided further that 
any such investments or 
assets upto the amount of 
capital, reserves and accu- 
mulated profits, for the time 
being, shall not be treated as 
investments and assets crea- 
ted out of borrowed capital”. 


Reasons—The proviso as pro- 
posed in the Bill would act as 
a bar against the withdrawal 
of capital once introduced in 
business, for any other pur- 
pose whatsoever. It is but 
fair that to the extent the 

_ assessee has his own capital 
and profits introduced in 
business, he should have the 
liberty to invest or use it 
otherwise as he likes. Only 
withdrawals over and above 
such capital and profits 
should be considered as 
coming out of borrowings, if 
any. 


(1) (iii)—For “clause (c)” jn 
the Bill, read “Clause (b)”. 


Reason-——Seems to be a printing 
error. 


The following words occurring 
in the explanation should be 
deleted :—“Whether the trans- 
fer or acquisition was made 
before or after the commence- 
ment of the Indian Income- 
tax (Amendment) Act, 1961.” 


Reason—The explanation as it 
stands at present touches 
valuable existing rights, 


(1) (v)—Delete the words 


“In the opinion of the I.T.O.” 


Reason—The main provision of 


the proviso itself does not 
require the determination of 
the reasonableness of the 
admissible amount to depend 
on the opinion of the Income- 
tax Officer. It therefore 
follows as a corollary that 
the unreasonableness factor 
also should not depend on his 
opinion 


(1) (vi) —“Clauses (i) to (xvi)” 


should read “clauses (i) to 
(xiv)”. 


Reason—It seems to be a print- 


ing error. 


(2) (i)—In sub-section (4) (i) 


the 3ubstitution of (xv) in 
place of (xii) is not required. 
This has already been done 
by the’ Repealing and 
Amending Act, 1947, (2 of 
1948). 


(ii) The proposed substitution 


should not be made. 


Reasons—There is no justifica- 


tion for disallowance of 
salary, remuneration, etz., 
paid by a Hindu undivided 
family to any member of the 
family in consideration of 
services actually rendered 
by suck member. The rignt 
of a member to have a per- 
sonal earning cannot be ques- 
tioned. Similarly in the case 
of an Association of persons, 
which is assessed to tax as 
such (and not on the basis of 
the proportionate earnings or 
shares of each member), the 
emoluments, if any, received 
by any member for the servi- 
ces rendered to the associa- 
tion should not be deemed to 
be a part of the assessable 
income of‘ the Association. 
The disallowance of salary 
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paid to a partner in the as- 
sessment of the partnership 
firm does not in any way 
affect the total tax liability of © 
the partners concerned 
(where the firm is registered 
under Section 26A). There 
is no analogous procedure to 
Section 26A in respect of the 
assessment of a Hindu un- 
divided family and an asgo- 
ciation of persons. The dis- 
allowance of the remuner9- 
tion paid to a member by the 
family or association for 


_bona-fide and valid considera- 


tions should not be deemed 
or made assessable as part of 
the sssessable profits of the 
family or the association, as 
the ease may be. 


(3) (i)--sub-section (5) new 


íí 


clause (e)—Omit “or the 
market value thereof which- 
ever is the less.” 


Reason—-The assets on which 


depreciation is admissible are 
held by an assessee in a busi- 
ness as a going concern and 
any consideration of market 
value of such assets for the 
time being does not arise. 
Moreover, to base deprecia- 
tion allowance on the basis 
of market value only if it 
works to the detriment of the 
assessee is clearly unfair. 


(5) Sub-seetion 6A (a)—For 


the words “connected with”, 
substitute “in the ordinary 
course of.” 


Reason—tThe language as used 


goes far bevond the intended 
object which seems to be that 
proportionate expenses or 
allowances to the extent they 
relate to activities which are 
outside the ordinary course 
of business should not be held 
to be admissible under Section 
10. It may be that certain 
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transactions may have to be 
effected in the course of busi- 
ness though they may not be 
strictly in connection with 
the business, eg. temporary 
investment of spare funds. 
Such activities or investments 
should not be deemed to be 
outside the scope of business. 


For the words “such extent as 
the Income-tax Officer consi- 
ders reasonable’, substitute 
“reasonable extent”. 


R eason—The disallowance 
should not be left solely to 
the discretion of the Income- 
tax Officer, but must be ap- 
pealable. (Sections 80 and 
31 also should be suitably 
amended to secure this). 


Clause 14—(Section 183)—Proviso 


—-Delete clauses (b) and (c), 
and for (d) substitute “(b).” 


Reasons—The provisions con- 
tained In the new proviso 
have the effect of questioning 
the practice widely obtaining 
in business circles to clear off 
credit balances several years 
after they fall due, some time 
even after they are time- 
barred. The balances may 
remain unpaid by the asses- 
see also because of his finan- 
cial inability. Moreover the 
proposed new provisions may 
at times creates a difficult 
situation in as much as the 
treatment of such credits as 
income cannot be permitted 
by recognised principles of 
accounting and the operation 
of Section 23A provisions in 
relation to such credits would 
inflict unnecessary hardship 


on the shareholders of the l 


company. On practical con- 
siderations also, the provi- 
sions may be unworkable as 
the same will necessitate the 
maintenance by the Depart- 


Clause 


ment of a detailed account of 
all items which may, at times, 
run into thousands. 


18— (Section 16) — (a) 
(1i1)—-The proposed additional 
proviso should be deleted. 


Reasons—This additional pro- 
viso is intended to permit 
allowance of “interest in 
respect of the capital borrow- 
ed by him invested in the 
business, profession or voca- 
tion of the firm.” In permit- 

- ting such allowance no exclu- 
sion is made in respect of 
any interest payable without 
the taxable territories. Such 
& provision ‘will therefore 
serve as a device to claim 
payment of interest to non- 
residents which is not other- 
wise admissible. 


Further the allowance as per 
the said proviso is restricted 
to interest and salary paid 
by the partner and does not 
permit the allowance of other 
expenses which may have 
been incurred solely for the 
purpose of making the profits 
from the share in partnership 
such as travelling expenses, 
rent, office charges, out-of- 
pocket expenses, ete. In the 
opinion of the Council, how- 
ever, Section 12 which is the 
head under which the income 
from partnership share is as- 
sessed, sufficiently meets the 
purpose of all legitimate 
allowances against such in- 
come. j 

(c)—Sub-section (3)—The 
words “or of the minor child 
of a brother of such indivi- 
dual” should be deleted. 


Reasons—The proposal as per 
the Bill will inelude, in the 
case of g married woman, her 
brother since the word 


Clause 
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“spouse” has been substituted 
for “wife.” In the case of a 
minor child of a brother not 
belonging to the same family, 
it cannot be deemed to be 
evasion. 


19— (Section 18)—(b) 
and (c)—New sub-section (8B) 
(as amended)—in place of 
original sub-section (3A)—It 
requires deduction of income- 
tax inter alia on “any other sum 
chargeable under the provisions 
of this Act.” Interpretation of 
this omnipotent phrase has 
created considerable difficulty. 
It should be elaborated to indi- 
cate as to what is intended to 
be covered thereby. It appears 
that this phrase is redundant 
as the proposed new sub-section 
(10) defining ‘person responsi- 
ble for paying’ contemplates or 
refers to payment of salaries 
and interest on securities only. 


(f)—-The proposed insertion of 
the words “and paid to the 
account of the Central Gov- 
ernment” should not be made. 


Reason—-The deduction under 
reference is virtually made 
by the person paying as an 
agent of the Government and 
any default or delay on the 
part of such person in depo- 
siting the tax deducted should 
not have the consequence of 
penalising the person on 
whose account the tax is so 
deducted. 


Clause 20—(Section 18A)—(c) 


—New sub-clause (8A) should 
be deleted. 


Reasons—This seems to be 
hardly called for in view of 
the existing Section 23B, 
which enables the Income- 
tax Officer to make a sum- 
mary assessment as soon as 
the return is filed in any 
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fmancial year. Moreover, in 
view of the huge accumulated 
arrear of assessments, this 
provision which will tend to 
increase the work unneces- 
sarily without corresponding 
. advantage to revenue, is not 
feasible. 


Clause 22—(Section 21)—-New 
sub-clause (bb)—-After the 
' word “perquisite’, add the word 
and figure “exceeding Rs. 600.” 


Reason—This is to avoid sub- 
mission of unnecessary de- 
tails which have no practical 

. value to the Department. 


Clause 28— (Section 22)—(c)— 
New sub-section (2A)—Insert 
the words “or extended pursuant 
to the proviso” between the 
words “the general notice 
given” and “under sub-section 


(1).” 


Reason—Submission of return 
within the extended period 
should be permitted in the 
new provision. 


*-Add the following proviso to 
the proposed sub-section 
(2A)—‘‘Provided that the 
rion-submission of a return 
of loss or profits or gains in 
any year will not disentitle 
the person to claim the set off 
of such loss under sub-section 
(2) of Section 2-4 in the year 
when the claim for such set 
off arises.’ 


Reasons—There is no compul- 
sory obligation to submit re- 
turn for income below taxable 
limit in any year. Consequ- 
ently non-submission of a re- 
turn of loss in any year 
should not prejudice the 
claim of the assessee to set off 
of such loss under Section 
24 (2) in a subsequent year. 


New sub-section (2B)—(a)— 
The Council, while in agree- 


ment with the underlying ob- 
ject behind the proposed sub- 
section (2B), has to make the 
‘following observations :— 


(a) The provision us it stands 
does not clarify the scope of 
audit proposed’ to be under- 
taken by a Chartered Ac- 
countant pursuant to this 
sub-section. It will be recog- 
nised that it is only in the 
case of statutory audits, e.g. 
under the Indian ‘Companies 
Act, the Banking Act, the 
Insurance Act, the Bombay 
Public Trust Act, ete., where 
the duty of a Chartered Ac- 
countant and the form of the 
certificate to be given by him 
are defined and prescribed. 
It is necessary that for a 
clear appreciation of the re- 
quirement by all concerned, 
namely, the Department, the 
assessee and the Chartered 
Accountant, the scope of 
audit and the form of certifi- 
cate should be clearly laid 
down. This requirement may 
as well be satisfied by neces- 
sary stipulation in the main 
Act itself or in the Rules 
under section 59 thereof. In 
the latter cage, suitable pro- 
vision has to be made in 
Section 59 enabling the Cen- 
tral Board of Revenue to 
prescribe the necessary rules. 


(6) In the opinion of the Coun- 
cil the provision will have a 
wholesome effect if the certi- 
ficate granted by a Chartered 
Accountant under the sub- 
section will ordinarily be 
accepted at its face value by 
the Department unless some- 
thing manifestly erroneous or 
suspicious appears from the 
face of the Balance Sheet and 
Trading and Profit & Loss 
accounts which are audited 
and certified by the Charter- 
ed Accountant or from any 
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information which comes into 
the possession of the Income- 
tax Officer. from any other 
source whatsoever. 


(c) It appears to the, Council 
that the audit is sought to be 
provided in respect of in- 
comes under the head “Busi- 


. » ness” exceeding the -maxi- 


mum amount not liable to 
super-tax, Le. Rs. 25,000 for 
the time being, because it is 
felt, and in the opinion of the 
Council rightly so, that the 
magnitude of the business in 
such a case, will generally be 
suchas to justify the require- 
ment of an audit. It’ has 
however to be appreciated 
that a similar magnitude of 
business may, instead of re- 
sulting in a profit, may as 
well result into losses. In 
recognition of“ this conting- 
ency it seems to be more ap- 
propriate to prescribe an 
audit where the total income 
or total loss under ‘the’ head 
“business” as per the ‘return 
submitted by the’ assessee ex- 
ceeds a stipulated | figure of 
Rs. 25, 000. 


(d) It will be worthwhile to 
consider that the Income-tax 
Officer may’ bë’ allowed a 
statutory power to call for 
Balance Sheet and Trading 
and Profit and Loss account 
audited and certified by a 
Chartered Accountant in the 
manner, to be prescribed, even 
in cases not covered by sub- 
section (2B) where, in his 
opinion on the past history of 
the case, or on fresh facts 
and information coming to 
his knowledge he considers 
the filing of such audited and 
certified accounts necessary 


(e) In view of the fact that the 
_ sub-section under reference 
vitally concerns the Ac- 
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countancy Profession, it is in 
the fitness of things that the 
Council should be taken into 
confidence before the sub- 
section and the rules there- 
under are finalised. 


(f)—Section’ 22 (4)—For the 
words “the Income-tax Offi- 
cer may require” wherever 
they occur, substitute “may 
be necessary to complete the 
assessment.” 


Reasons—The provision as it 


stands, vests unlimited 
powers with the Income-tax 
Officer to call for any docu- 
ments, etc., whether or not 
they are relevant for the 
completion of the assessment. 
The object of the amendment 
suggested to the provision is 
to ensure that the Income- 
tax Officer does not call for 
information like wealth 
statements, or information 
of a very voluminous and 
detailed nature such as 
analysis of sales, purchase, 
payment of wages, etec., ete., 
which are not relevant to the 
assessment concerned. 


Clause 24—(Section 23)—(b)— 
This should be deleted. 


Reason—The question of onus 


should be decided strictly in 
accordance with the provi- 
sions of the Indian Evidence 
Act. Any departure there- 
from will be unjustified. The 
effect of the proposed provi- 
sion may as well be that an 
- agsessee may be required to 
prove the correctness of the 
‘ accounts of third parties, who 


"may be quite independent of 


the assessee but whose ac- 
. counts support the case of the 
assessee. 


Clause 25— (Section 28A)—(a) 
— For the words “assessable in- 


come of the company of that 
previous year,” wherever they 
occur, “total income of the 
company as per return under 
Section 22 for that rrevious 
year” shall be substituted. 


Reasons—It has many a time 
been found that the assess- 
able income of a company is 
arrived at after substantial 
addition to the income de- 
ciared as per the relevant 
return, such addition being 
for losses not admitted, pro- 
fits held to have been earned 
outside books, and other 
similar intangible items. ln 
such a case, it will be too 
much to hold that the benefit 
of these additions, even if they 
may be justified, has gone to 
all the shareholders prorata. 
All that a shareholder as such 
can be held to have earned or 
gained from or through the 
company concerned 1s pro- 
portionate share in the profits 
disclosed as per books, or re- 
turned under Section 22 after 
adding back to the book nrn 
fits items of capital nature, 
income-tax payments and 
other inadmissible items. 


In sub-section (1) of Section 
238A for the word “twelfth”, 
substitute the word “twenty- 
fourth” and for the word 
“twelve” wherever it occurs 
substitute the word ‘“‘twenty- 
four.” 


` “Reason—The object of the pro- 


posed change is to ensure 
sufficient time lag between 
the completion of the assess- 
ment and action under Sec- 
tion 28A. 


The second proviso after the 
deletion of the word “fur- 
ther” should be placed as the 
first proviso and the first pro- 
viso after inserting the word 
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“further” between the words 


“provided” and “that”, 
should be. made the ` second 
proviso. , o] 


Reagsons—The above. transposi- 


tion of the respective provi- 
sos seems to be necessary to 
give an understandable read- 
ing of the provisions. 


Sub-section (7) (new) should 


be deleted. 


Reasons—It envisages “accu- 


mulated profits of the com- 
pany of the period from the 
end of the last previous year 
for which it has been made a 
return of its total income, to 
the date on which an order or 
a resolution to wind it up is 
made” to be deemed’ to have 
been distributed as dividend. 
It will be recognised that the 
accumulated profits of the 
aforesaid period cannot be 
determined till some time 
after the order or resolution 
for winding up is made. In 
effect, therefore the sub-sec- 
tion contemplates dividends 
deemed to have been distri- 
buted of an  unascertained 
amount. Moreover, the de- 
termination of the profits for 
the reriod till the date of 
winding up order or resolu- 


_ tion may involve determina- 


tion and allocation of ex- 
penses on which there may 
be a difference of opinion 
between the company and 
taxing authorities. On other 
practical considerations too 
this provision is uncalled for. 


Clause 26— (Section 24)—(a). — 
The second proviso to _sub- 
section (1) should be” ‘deleted. 


. Reasons—The . introduction of 
. the provision which.seeks to 


treat the speculative - trans- 
actions in «all circumstances 
whatsoever as -a. ‘separate 
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business for purposes of set 
off under Section 24 is alto- 
‘gether a new one. As per the 
declared object to the pro- 
viso, “this would check a 
tendency on the part of 
assegssees to claim specula- 
‘tion losses but not to admit 
speculation profits,” This 
cannot, however, justify a 
provision which adversely 
affects honest assessees who 
have suffered speculation 
losses. On practical considera- 
tions also, very often the spe- 
culative transactions cannrct 
be divested or separated fron) 
other transactions in the re- 
gular course of trade, e.g. a 
dealer in shares or bullion 
holding stocks thereof msy 
enter into sale transactions 
for future deliverv which 
may not actually materialise 
for varied reasons, and such 
transactions may subsequently 
be settled by payment of dif- 
-~ ference by either side. The 
definition. of “speculative 
transaction”, as contained in 
the Bill, would seem to cover 
such transactions although in 
the circumstances mentioned, 
the same are undoubtedly a 
part of the regular business 
dealings of the assessee. 


(c)—-New sub-section 4— 
clauses (ii) and (iii) with 
the proviso of the new sub- 
section should be deleted. 


‘Reason—Consequential on the 
change proposed above under 
this clause. 


Clause 28—(Section 25)—1 (d)— 
New sub-section (5) should be 
deleted. 


Reasons—The original provi- 
. sion according to which the 
` exemption of tax for the 
broken pericd was suo moto 
admissible and under which 


only a claim for substitution 
of the income of the broken 
period for the income of the 
immediately preceding year 
was to be made within a pres- 
cribed time limit, meets the 
ends of justice. There is no 
reason why a relief. which is 
clearly admissible should be 
allowed only on a claim for 
such relief being put forward. 


(2)—Sub-clause (2) should be 
deleted. 


Reason—It affects valuable ex- 
isting rights. 


Clause 29—(New Section 25-B) 


—In clause (b) of sub-section 
(3) of the new Section 25-B, 
between the words “shall” and 
“set aside’ insert the follow- 
ing :— “subject to the preferen- 
tial claims referred to in Sec- 
tion 280 of the Indian Compa- 
nies Act and provision tor 
meeting the cost and expenses 
of liquidation.” 


fReasons—The change is pro- 
posed to ensure that the 
rights of the prefer- 
ential creditors are not 
affected and provision for 
costs and expenses of liquida- 
tion is duly made. The object 
of the proposed new section 
cannot be to affect the afore- 
said rights and provision. 


The following proviso shall pe 
added at the end of the 
section :—“Provided that 
nothing contained in this 
Section shall be construed to 
affect the rights of any 
creditor to the extent of the 
security or 
the property of the company, 
held by him.” ` 


~ Reasons—The proviso seeks to 


safeguard the interests of the 
secured creditors to the ex- 


tent of the security held by - 


them. 


charge against _. 
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Clause e0— Sa 26A). 


I i the proposed new sub- 

section (3) ‘for the words 
“any. year”, substitute the 
words “the relevant, year. a 


- Reason—The. assessment pro- 


ceedings :‘for.’ each .: year 
are’ self-contained and the 
funds in the proceedings 
for any one year should not 
be allowed to affect the as- 
sessment of another -year. 


TI. Add the following proviso 
to the proposed new sub- 
section (38) :—‘‘Provided that 
no’ such registration shall be 
cancelled until the firm has 
been given a proper oppor- 
tunity of being heard in the 
matter:” 


Reasons—The object of the 
proviso is td give the dssessee 
frm am opportunity ` to re- 
move technical defects in the 
filling in of the application. 

f 1o 


Clause '£g— (Section -28)-——(a)— 


In sub-seetion’ (1), the words 
‘whether or not such proceed- 
ings relate to the assessment in 
which any dsfault or conceal- 
ment has Srcunredy shall be 
omitted. ` i l 


Pé asoris—The object of the pro- 
posed omission is two-fold, 
viz. (1) According to the pro- 

` visions contained in the Bill 
the penal acrion may be taken 
‘in. respect of an old. assess- 
ment iņ the course of the pro- 
ceedings of a new assessment, 

even though, as is evident, 
the officer ‘eoncerned may not 
he possessed of jurisdiction 
in respect of ‘the old ‘agsess- 
ment at. the relevarit time. 
Such effect chould | be avoid- 
ed. 


(2) The provision as contained 
‘.in' tke Bill dees not limit the 
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time for taking a penal 
action. Such a far-reaching 
effect in respect of penal pro- 
visions is not well advised. 
Moreover, the assessment 
proceedings in respect of eavh 
year are essentially self-con- 
tained and the principle 
of resjudicata being inapplic- 
able to such proceedings a 
finding given in the assess- 
ment proceedings of a parti- 
cular year is not applicable 
to the assessment proceedings 
of any other vear. The pro- 
posed insertion thus needs to 
be deleted. 


Clause (e) of the proposed new 


sub-section (1) should be 
omitted. 


WY 
Reason—This is consequential 


on the amendment suggested 
to the main provisions of the 
sub-section. 


In clause (f) of the proposed 


new sub-section (1), the 
words and commas “but not 
less than the difference be- 
tween such sum and the 
income-tax and super-tax, if 
any, which would have been 
payable had the income as 
returned been accepted as the 
correct income” shall be 
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Reason—Same as mentioned in 


the first amendment , above 
suggested under clause 82. 


(c)—For the second ‘proviso to 


the proposed new sub-section 
(2A), the following proviso 


should be substituted—“Pro- 


vided further that nothing 
contained herein shall apply 
to any lawyer or chartered 
accountant.” 


Reasons—It will be recognised 


that the only competent 
authority to .takẹ dıscıplın- 
ary action against a lawyer 
or a chartered accountant in 


Delete the words “negligently respect of alleged miscon- 
$ ‘ in th d deleted. 

or’ occurring in the propose ZAPA duct on his part . (which 

new sub-section (1). would undoubtediy include 

Reason—It is not necessary to tne charge of.abetment), is 


Reason—A negligent act should provide the minimum tne authority concerned 


not invite penalty unless it is 
also deliberate or wilful. 


In Clause (b) of the new sub- 


section (1) after the words 
“allowed by such notice” and 
before the comma appearing 
after the said words, the 
words “or extended pursuant 
to the proviso to sub-section 
(2) of Section 22” shall be 
inserted. 


Reason—The object of the pro- 


posed insertion is to treat the 
assessee not in default if he 
makes the compliance within 
the extended time allowed by 
the I.T.O. 


In clause (d) of the new sub- 
section (1), after the words 
“allowed by the notice” and 
before the comma appearing 
after the said words, the 
words “or extended by the 
I1.T.O.” shall be inserted. ` 


Reason—tThe object is not to 


treat the assessee in default 
if he makes the compliance 
within the extended time. 


penalty. 


The sub-clause (ii) to the pro- 


viso to the new sub-section 
(1) should be: omitted. 


Reason—It is consequential on 


the amendment suggested to 
the main provisions of the 
sub-section. , It will be 
dangerous to exempt penal 
action for any year from time 
limitation although for as- 
sessment or reassessment in 
respect of the same year the 
time limit operates. More- 
over it is not understandable 
how the quantum of the in- 
come-tax avoided by a person 
in respect of any year can be 
ascertained until the assess- 
ment proceedings for that 
year can be reopen- 
ed: and afe actually re- 
opened pursuant to Section 
33B or Section 84. In this 
view of the matter also, the 
quantum of penalty cannot 
be judiciously determined. 


(b)—-Clause (ii) in the propos- 


ed new sub-section (2) should 
be omitted. 


under the Bar Councils Act 
or the Chartered Accountants 
Act. This position is recog- 
nised also in Section 61 of 
the Act as originally standing 
and even as now proposed to 
be amended. It. follows as a 
corollary that in respect 
of all charges -of misconduct 
including abetment, a law- 
yer and a chartered account- 
ant should be ‘under the 
jurisdiction of only the 
respective authorities above 
mentioned. Further the ap- 
plication of the proposed 
provision to a lawyer and 
chartered accountant shall 
mean dual control over him, 
which is not desirable. 


The words “whether or not such 


proceedings relate to the 
assessment in which the 
abetment occurred” occurring 
in the proposed new sub- 
section (2A) shall be deleted. 


bi a t 
Reason—Same as, in regpect of 


the first proposed amendment 
to, sub-section (1). :, 
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{e)—The proposed new sub- 
section (7) should be omitted. 


Reasons—The Council is oppos- 
ed to the object underlying 
‘this sub-section. It will be 
recognised that the Income- 
tax Officer does not constitute 
a judicial court and as such 
his findings in matters of 
penal action should not be 
deemed to be conclusive or 
final: Pursuant to the new 
provision, an assessee may be 
subjected to public scandal 
and his business may irre- 
trievably suffer even though 
he may be ultimately held 
innocent by a higher author- 
ity such as High Court. 


Clause (Ni)— (Section 29)—~The 
words “along with a copy of the 
order within three months from 
the date of the order” shall be 
added at the end of the Section. 


keasons—l'ne object of the 
proposed amendment 1s to 
ensure—(1) that the assess- 
ment order is actually written 
before the notice of demand 
is issued, and (ii) the notice 
of demand is issued within a 
reasonable time after the 
passing of the order. 


Ciause 88—(Section 30)—(a)— 
In clause (iii) of the new sub- 
section (1) between the words 
and figure “Section 25A” and 
“or sub-section’, the words, 
brackets and figure “or sub- 
section (2) of Section 25B”, 
shall be inserted. 


Reasons—This is to provide 
appeal against an order of 
the Income-tax Officer noti- 
fying to a Trustee the amount 
to be set apart pursuant to 
sub-section (2) of the new 
Section 25B. 


In clause (b) of the first proviso 


to new sub-section (1), the 
words ‘unless the tax has 
been paid within the time 
specified in the notice of de- 
mand for penalty”, should be 
omitted. T 


Reasons—If an assessee is 


allowed the right of appeal in 
respect of an assessment 
made on him, it is but justi- 
fied that he should as well be 
allowed a right of apreal in 
respect of ‘penalty imposed 
for not paying the demand 
arising out of such assess- 
ment. The governing consi- 
deration ought to be that 
greater the rigour, greater is 
the necessity to provide a 
right of appeal. 


Clause (c) of the first proviso 


to the proposed new sub-sec- 
tion (1) should be deleted. 


tceasons—1'ni8 provision in the 


Bill appears to be tantascic. 
lt seeks to vest in tne income- 
tax Officer the right to ap- 
proach the Appellate Assist- 
ant Commissioner with a re- 
quest that the assessee may 
be thrown out of the court 
because he has not paid or 
provided adequate security 
for the payment of the tax 
due. It will be recognised 
that if the right of appeal of 
the assessee to the Appellate 
Assistant Commissioner is 
forfeited he has no remedy 
left before the Appellate Tri- 
bunal, the High Court or the 
Supreme Court. 


In the second proviso to the 


proposed new sub-section 
(1) the words “and after 
obtaining the signatures of 
the other partners to the 
petition” shall be omitted. 
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Reasons—-Under the indian 


Partnership Act, a partner 
of the firm is competent to 
represent all partners in 
matters relating to the firm. 
Besides, it is not understood 
as to why if the return of in- 
come of a partnership firm 
can be accepted under ‘the 
signature of one partner, the 
signatures of all partners 
should be made compulsory in 
an appeal against the assess- 
ment based on the signature 
of one partner. Further, it 
may as well be that by the 
time the assessment is com- 
pleted and has to be appealed 
against, all partners may not 
be agreeable to think or act 
alike or may not be on good 
relations with one another, in 
which case the obtaining of 
the signatures of all the 
partners on the petition of 
appeal may be well nigh im- 
possible. 


In the second proviso to the 


proposed new sub-section (1) 
the words “and the result of 
such appeal shall be binding 
on all the partners, and no 
partner shall in any appeal 
relating to the assessment of 
his own total income, be en- 
titled to raise any question in 
respect of matters deter- 
mined by any order of the 
Income Tax Officer or by the 
Appellate Assistant Commis- 
sioner as a result of any 
appeal under this proviso” 
should be deleted. 


Reason—In case of differences 


amongst the partners in res- 
pect of an appeal against the 
assessment of the partnership 
firm, all partners should be 
allowed an opportunity to 
agitate their respective claims 
relating to the partner- 
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ship in appeals against 

their _ respective assess- 
. ments. It may as well 
be that the assessment of the 
partnership firm in the status 
of a registered firm may have 
been the result of some frau- 
dulent or dishonest action on 
the part of any one or more, 
but not all, partners. In that 
case even if the assessment 
is completed in the status of 
a registered firm, every per- 
son who has been held to be 
a partner of the firm in such 
assessment, but who actually 
denies his liability as a part- 
ner of the firm, should be 
allowed an appeal in respect 
of the inclusion of the income 
from partnership pursuant 
to the assessment of the firm 
in his assessment. 


vs 


Clause 84—~(Section 81)—(b)— 
In the proposed new ‘sub-section 
(2B), the words “or which the 
appellant could with due dilig- 
ence have produced before the 
Income-tax Officer but did not 
so produce in response to a 
notice under sub-section (2) of 
Section 28” should be deleted. 


Reasons-——-A notice under Sec- 
tion 23 (2) is a formal 
stereotyped notice and does 
not usually give the assessee 
an idea of what specific evi- 
dence is required of him to 
be produced. Further, the 
assessee may as well think a 
particular piece of evidence 
to be irrelevant or not wanted 
to prove the return of in- 
‘come. If, on the receipt of 
the assessment order, the as- 
sessee finds it necessary to 
meet the ‘objections of the 
Income-tax Officer by produc- 
ing necessary evidence, which 
was not called for specifically 
by the Income-tax Officer and 


Which the assessee himself 
considered to be not called 
for, the assessee should be 
permitted to produce the 
same before the Appellate 
Assistant Commissioner. This 
suggestion is in keeping with 
the recommendation No. 129 

of the Income-tax Investiga- 
tion Commission. 


(e)—Substituted new sub- 
section (3)—In clause (ii) of 
the new sub-section add the 
following words at the end— 
“or set aside the computation 
and direct the Income-tax 
Officer to make a fresh com- 
putation after making such 
further enquiry as the In- 
come-tax Officer may think 
fit or the Appellate Assistant 
Commissioner may direct, 
and the Income-tax Officer 
shall thereupon proceed to 
make such fresh computa- 
tion.” 


Reasons—The object of the 
proposed change is to bring 
the relevant provision relat- 
ing to computation of loss, 
parallel to the provision re- 
lating to assessment in clause 
(i) of the same sub-section. 
The necessity for setting 
aside an order of computation 
of loss will generally be the 
same as of setting aside an 
order of assessment. 


In clause (iv) of the new sub- 
section (3) between the 
words and figures “Section 
238A” and “or sub-section (2) 
of Section 26’, insert the 
words and figures “or sub- 
section (2) of Section 25B.” 


Reasons—This is consequential 
on amendment suggested to 
clause (iii) of Section 30(1). 


In the second proviso proposed 
to be added to clause (vii) of 
the new sub-section (8), add 
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the following—“in which 
case, at the option of the ap- 
pellant, the latter will be 
allowed proper and sufficient 
time to file his reply in writ- 
ing to the written arguments 
or objections of the Income- 
tax Officer.” 


Reasons—The object of the 
proposed addition is to ensure 
that the assessee is not taken 
by surprise at the time of 
hearing of appeal and that he 
gets proper and sufficient 
opportunity to submit a 
written reply to the written 
arguments and objections of 
the Income-tax Officer. 


Clause 85— (Section 83)—(a)-- 


In the new sub-section (1) be- 
tween the word and figure 
‘Section 381” and “or to an 
order” the words and figures 
“or to an order passed by the 
Appellate Assistant Commis- 
sioner refusing to admit an 
appeal after the expiration of 
the period mentioned in sub- 
section (2) of Section 30” shall 
be inserted. 


Reasons—It is understood that 
many a time, though in the 
circumstances of the rele- 
vant cases the Appellate As- 
sistant Commissioner should 
have exercised the discretion 
vested in him under Section 
80 (2) for admitting an ap- 
peal even after the expiry of 
the time limit, in favour of 
the assessee, but actually he 
did not do so. In such cases 
according to law as it stands 
at present the assessee is 
also denied further appeal or 
approach to the Appellate 
Tribunal and the High Court 
as an order refusing to admit 
the appeal after the expiry 
of the time limit is not an 
order under section 31 which 
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alone is at present appeal: 
able to the Appellate 
Tribunal. It may as well be 
that at times the Appellate 
Assistant Commissioner 
wrongly holds an appeal to 
‘be timebarred in which case 
also the opinion as to whether 
such order is appealable to 
the Appellate Tribunal ac- 
cording to the existing law is 
divided. The hardship in- 
volved in such circumstances 
is to be remedied. 


In the proposed new sub-section 
(1A) for the words “within 
the time specified in sub-sec- 
tion (2) of that section”, sub- 
stitute the words and figures 
“within 60 days of the date 
on which such order is com- 
municated to him.” 


Reason—The object of the sug- 
gested change is to allow the 
appeal to the Appellate Tri- 
bunal to be preferred within 
60 days as in other cases. 


(c) The new sub-section (2A) 
should be deleted. 


Reasons—-The provision of the 
proposed new sub-section 
(2A) goes too far and will 
enable the Department to 
agitate almost on all matters 
decided by the Appellate As- 
sistant Commissioner in 
favour of the assessee, in 
appeals preferred by him to 
the Appellate Tribunal on 
points not decided by the Ap- 
pellate Assistant Commis- 
sioner in his favour. It is 
oren to the Department to 
file an appeal where it is felt 
by it that the Appellate As- 
sistant Commissioner has 
wrongly allowed any relief to 
the assessee. There is no 
justification for the proposi- 
tion conceived by the Com- 
mission, namely, “Govern- 


ment may not choose to áp- 
peal against some portion of 
the Appellate Assistant Com- 
missioner’s order so long as 
the assessee was prepared to 
acquiesce in the order as a 
whole.” The introduction of 
the right for filing what may 
be called a “cross appeal” 
by a person after he has 
known that the other party 
has filed an appeal is hardly 
justified and will mean con- 
siderable increase in arrear 
work. 


(d)—-For the present clause 
(d) of clause 35 of the Bill, the 
following clause should he 
substituted — “Between the 
brackets, figures and words 
‘gsub-sections (1)’ and ‘and 


(2)’ in the present sub- 
section (2A), the following, 
namely, “(1A)” shall be 
inserted. 


Reason—The object is to place 
an appeal to the Tribuna: 


under sub-section (1A) at 


par with other appeals in the 
matter of time limitation. 


(e)—For the word, brackets 
and figure ‘“‘sub-sections 
(2B)”, the words, brackets 
and figures ‘“sub-sections 
(2A) and (2B)” shall be 
substituted. 


Reasons——-There is no reason 
why an additional ground 
which is deemed to be fit to 
-be admitted in certain cir- 
cumstances before the Aprel- 
late Assistant Commissioner 
should not be allowed to be 
admitted in similar circum- 


stances by the Appellate 
Tribunal. 
Clause 86— (Section 84)—Add 


the following further proviso 
to Section 34—‘“Provided fur- 
ther that no finding or direction 
referred to in the immediately 
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preceding proviso shall affect 
the assessment or reassessment 
of a person who was not a party 
to the proceedings in which an 
order containing such finding 
or direction was made.” 


Reasons—The suggested pro- 
viso is based on principles of 
natural justice. 


Clause 88—(Section 87)—(1)-- 


For the words “every income- 
tax authority” occurring in 
sub-section (1) of the new 
section 37, substitute the words 
“the Appellate Tribunal and 
every income-tax authority not 
below the rank of Income-tax 
Officer.” 


Reasons—~The section 87 as it 
originally stood vested the 
relevant powers also in the 
Appellate Tribunal which is 
not covered by the term “In- 
come-tax Authority.” The 
omission should be filled in. 
Further it will be too much 
to entrust the power to take 
evidence on oath to an 
income-tax inspector. 


In sub-section (2) of the new 
Section 37 for ihe words “any 
Income-tax authority”, sub- 
stitute the words “the <Ap- 
pellate Tribunal and any 
income-tax authority not 
below the rank of Income-tax 
Officer.” 


Reasons—Same as in ths imme- 
diately preceding paragraph. 


(The impounding and retention 
of the books and documerts 
under this sub-section should 
also be made appealable and 
necessary amendments should 
be made in Sections 30 and 
81). 


(New Section 87A)-—-The new 
section 37A should be drop- 


ped. l 
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- FReasons—The provisions con- 
tained in the new section are 
of a revolutionary nature de- 
signed to vest in the income- 
tax authorities police powers. 
There is a fear, which is not 
without reason, that such 
drastic powers may be more 
misused than used. An In- 
come-tax Officer is vested as 

` per the proposed new sub- 
section (4) 
sufficiently wide powers to 
call for any accounts or docu- 
ments, information, etc., 
which may be necessary in 
respect of the assessment. 


Clause 89—(Section 88)—(c)— 
new clause (5)—-The words 
“business connection” occurring 
' in the new clause (5) (as also 
in sections 42 and 48) need to 
‘be clearly defined so as to ex- 
clude cases which cannot be 
intended to be covered in the 
‘term. Such cases-are: (a) A 
casual buyer of some foreign 
‘.goods from a foreign manufac- 
‘turer, (b) A representative of 
a foreign manufacturer adver- 
tising the latter’s goods in India 
in consideration of a fixed 
salary, or commission on sales 
effected, though the orders are 
placed and remittances made by 
the buyers direct to the manu- 
= facturers and such representa- 
tive has nothing to do with the 
flow of goods or money from 
one country to the other. 


New clauses (6), (7), (9) and 
(10)—-These clauses should 
be deleted. 


- Reasons—The provisions of 
these clauses are of far reach- 
ing nature and calculated to 
do more harm than good. 
Trust and confidence. enjoy- 
ed by banks, insurance com- 

panies and chartered account- 
ants, which is of primary 
importance to the well-being 


Clause 


of Section 22, | 


and growth of the economy of 
the country is likely to suffer 
serious set back as a result of 
the exercise of the proposed 
new powers. 


Nu—(Section 483)—The 
action of the Income-tax Officer 
in treating any person as the 
agent of a non-resident person 
pursuant to Section 48 should 
be made  arppealable and 
necessary provision should be 
made in Sections 80 and 81. 


Clause 42-—(Section 44)—The 


proposed new, sub-section (2) 
should be deleted. 


Reasons—-The provisions are 
fantastic. In as much as 
these are intended to rope in 
every innocent shareholder 
possessing a‘ nominal holding 
in a company, as liable joint- 
ly and severally with all other 
shareholders in respect of the 
entire tax liability of the 
company both in regard to 
the past and future. It will 
be observed that according 
to the proposed definition of 
the term “a company in 
which the public are sub- 
stantially interested’, many 
a public company also will 
come within the mischief of 
the new sub-section. Apart 
from any other consideration 
the new provision would deal 
a severe blow to the principle 
of ‘limited liability’ on which 
the formation of a joint stock 
company essentially rests. 

yer 

(The Council at the same time 
appreciates that at times, due 
to certain malafide acts of the 
persons in the control of the 
business of the company, the 
funds and profits genuinely 
belonging to the company are 
fraudulently depleted or 
diverted. The Council con- 


` 


| Reasongs——-Sgme as 
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siders that in such cases it 
would be wholesome if a pro- 
vision is introduced in the 
Bill to make such persons 
personally liable to the ex- 
tent of such depletion or 
diversion has taken place. 
This provision may as well be 
made applicable to all compa- 
nies and not necessarily con- 
fined to companies other than 
those in which the public are 
substantially interested). 


Clause 45—(New Section 44G)— 


While the Council is in agree- 
ment with the principles under- 
lying the new section, it has to 
make the following observations 
— (1) The period of two years 
prescribed under the proposed 
sub-section (2) is too short. It 
should be extended to at least 
five years. (2) The identity, 
existence and address of the 
shareholder, debenture-holder, 
depositor or creditor, as the 
case may be, should be so re- 
quired to be proved to the 
satisfaction of a civil court in- 
dependent. of the Income-tax 
authority. (3) After the order 
contemplated in the proposed 
sub-section (2) has been pass- 
ed a person subsequently claim- 
ing title of the share, debenture, 
deposit or credit may be allow- 
ed the right of filing his claim 
before a civil court within a 
period of five years from the 
date of the said order. 


Clause 47—~-(Section 46)—(a)— 


New clause (b) to sub-section 
(1)—The new clause should be 
deleted. 


given for 
the deletion of the proposed 
new sub-section 28 (7). 


(b)—The proposed new sub- 
section (1B) should be de- 
leted. 


Clause 
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Reason—-The necessary provi- 
' sion already exists in Section 
24 (B). 


(d)——New sub-section (5B)— 
Add the following proviso to 
the proposed new sub-section 
(5B)—“Provided that noth- 
ing in this sub-section shall 
affect the rights for the time 
being of the person holding 
custody to retain, sell or 
otherwise dispose off the 
essets held in his custody.” 


Reasons—The person holding 

the assets may have a lien or 
other charge in his favour 

. over the assets. Such lien or 
charge should not be inter- 
ferred with. 


Proviso to new sub-section 
> (5C) sMould be deleted. 


keason—The object in view is 
sufficiently served by the 
main sub-section (5C). 


Clause 40;—(Section 49£)—-In 
addition to the amendment pro- 
. posed, for the word “may” ap- 
rearing between two commas 
substitute the words “may at 
his discretion and shall at the 
request of the person.” 
‘euson—The payment of re- 
fund due-to:a person is often 
‘ unduly delayed by the Tn- 
;come-tax authorities. At 
‘times they-even insist ‘on the 
payment of accruing tax 
liabilities irrespective of the 
refund due to the person. The 
proposed substitution is in- 
tended to give the person a 
right to claim adjustment of 
the refund against current 
demand. 


51— (Section 51)—The 
words “or with imprisonment 


for one day” should be deleted, 


Clause 


Reason—tThere are already sufti- 
cient penal consequences pro- 
vided for ‘the defaults to 
which this section refers. 


Clause 52— (Section 52)-——In the 


new sub-section (1) for the 
word “less”, substitute the 
word “more.” 


Reason—It is considered advis- 
able to prescribe only the 
maximum penalty and not the 
minimum.’ . 


In the new sub-section (2) de- 
lete the words “but which 
shall not be for less than 
three years” and for the 
word ‘less’ occurring for the 
second time, the word “more” 
shall be substituted :. 


Reasons—Same as in the imme- 
diately preceding paragraph. 


IÝ 
Clause §54— (Section 53) —In the 


new sub-section (2) between 
the words and comma “if it so 
thinks fit,” and the word “com- 
pound”, insert the words 
“either before or after the in- 
stitution of proceedings.” 


Reason—The object of the pro- 
trosed insertion is to permit 
the compounding either be- 
fore or after the institution 
of proceedings. Tbe sub- 
section asi proposed in the 
Bill seems to permit such 
compounding only before 
sanction under sub-section 
(1) is granted. 


55--(Section 54)—-In 
clause (s) froposed to be added 
to sub-section (8) of Section 
54, for the word “person” sub- 
stitute the word “authority.” 


Reason—Transmission of infor- 
mat'on of the nature referred 
to should be permitted orly 
to a Government Authority 


Clause 
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or Court and not to any pri- 
vate person. 


clauses 
and (v) 


The proposed new 
marked (t), (u) 
should þe deleted. 


Reasons—-The proposed clause 
(t) may give rise to corrup- 
tion and blackmailing. Clause 
(u) refers to publicity under 
sub-section (7) of Section 28 
and sub-section (1) of Section 
46, to which the Council does 
not agree (as per comments 
in respect of those sub-sec- 
tions). Clause (v) would 
permit even honest disclo- 
sures which may be of an in- 
criminating nature to be 
passed on ,to other depart- 
ments of Government or even 
local authorities. Basically 
Section 54 is intended to put 
a bar to the passing of such 
information, especially in a 
case where the assessee has 
been honest with the depart- 
ment even in respect of his 
unlawful gains. 


G0—(Section 69)—The 
proposed new clause (d) in 
section (2) should be deleted. 


Reason—~The provision is likely 
to promote unhealthy activi- 
ties and blackmailing. 


Clause 62— (Section 61)—(b)-~ 


In the proposed new sub-section 
(2B) for the words “an Income- 
tax Authority subordinate to 
him”, substitute the werds “Ap- 
pellate Tribunal or an Income- 
tax Authority.” 


Reason—Self-exvlanatory. 

(c)—In the new sub-section 
(3) delete the proposed new 
clauses (b), (c) and (e) and 
in sub-clause (d), delete the 
words “or on whom penalty 
has been imnesed under Sec- 
tion 28.” 
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Reasons—The provisions of the 
proposed clauses (b) and (c) 
are uncalled for. They may 
also work as a great hardship 
in certain circumstances, for 


instanéée, å chartered: account: : 
. ant or aà lawyer who accepts. 
P a temporary post as a mem-, 


` her, of the Appellate , T ciburial, 
Bay for’ a year, ` shall, accord- 
-ing to the provisions, not be 
i allowed to resume practice on 
the termination of | such ap- 
“ pointment. | This does not 
seem to be intended by the 
Government, Clause (e) has 
` to be deleted as a consequ- 
ence of the, comments on the 
new sub-section ` (2A) of 
Section 28. The proposed 
` deletion in clause (d) is in- 
‘tended’ tò ignore penalty 
únder Sectioù 28 which may 
‘be’ levied on mere ‘technica] 
‘grounds. 
The following proviso shall be 
added to the new sub-section 
(83)—"Provided that in the 
case of a chartered account- 
‘ant, the period of disqualifi- 
cation shall not exceed the 
period of disqualification, if 
any, determined under Sec- 
tion 21 of the Chartered Ac- 
countants Act, 1949.” 


_ Reason—This matter has al- 
ready been taken up by the 
_ Council with . the Central 
Board of Revenue and they 
have given an assurance that 

_ this suggestion will be accept- 
ed. 


‘Clause 68—(Section 63)—(b)— 


In clause (iii) of the new sub- 
section (2), delete the portion 
from “or in the case of a com- 
pany” to “during the relevant 
previous year.” 


Reason—The provision, as 
standing in the Bill, seems to 
be prompted by the proposal 
to treat a company in which 
the public is not substantially 
interested, as. a partnership 
firm. The Council is not 
agreeable to the said pro- 
posal. 


In clause (iv) of the new sub- 
section (2) delete the words 
from “or where the firm has 
been dissolved” to ‘during 
the relevant previous year.” 


Reason—In view of the fact 
that the representative capa- 
city of a partner terminates 
as soon as a firm is dissolved, 
the service of a notice on an 
ex-partner or his legal repre- 
sentative should not be deem- 
ed to be service on all erst~ 
while partners. 


In clause (v) of the new sub- 
section (2) delete the words 
from “or where the associa- 
tion has become dissolved” to 
“any such deceased member.” 


Reason—The reasons for the 
proposed change are similar 
to what are stated in respect 
of clause (iv) above. 
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Clause 65—(Section 66)—In the 


proviso to the new sub-section 
(1) substitute the word 
“thirty” in place of the word 
“fifteen.” 


Reason—~-The relaxation of the 
time limit for a period of 
fifteen days is inadequate. 


In the new sub-section (9) for 
the word “Commissioner” 
where it first occurs, the 
words “High Court” shall be 
substituted. 


Reason—Interest to be allowed 
should be determined by the 
Court and not by the Com- 
missioner which is an inter- 
ested party. 


Clause 70—(New Section 67C)— 


The proposed section -67C 
should be deleted. 


Reason—-This seems -to be an 
unheard of provision. It 
seeks to save all proceedings 
under the Act from the con- 
sequences of every error, 
omission, irregularity or 
other defect. It is unthink- 
able that such a provision 
should exist in a fiscal statute 
which has to be interpreted 
strictly. It will be observed 
that for an error, omission, 
irregularity or other defect 
on the part of an assessee, he 
is subjected to serious conge- 
quences, The proposed pro- 
vision is contrary to princi- 
ples of natural justice. 
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section 8 of the Finance Act, 1961. 
Before this amendment, a non- 
resident who was a citizen of India 
or a British subject, was charge- 
able to income-tax on his Indian 
Income at the rate appropriate 
to his total world income, while 
any other non-resident was 
chargeable at the maximum rate. 
In regard to super-tax, however, 
all non-residents were treated 
alike and had to pay Super-tax at 
the rate applicable to their total 
world income. The amendment 
now made abolishes the distinction 
based on nationality with the 
result that the total income of all 
non-residents is now chargeable to 
income-tax at the maximum rate. 
In regard to super-tax the pasis of 
charge has been materially altered. 
The total income of all non-resi- 
dents, other than companies, will 
henceforth be chargeable at a flat 
rate of Super-tax, namely, the 
rate applicable to the slab next to 
the slab exempt from Super-tax 
which, according to the Finance 
Act, 1951 is 8 annas in the rupee 
plus 1/20th thereof as Surcharge. 
This is, however subject to the 
condition that the amount of 
Super-tax plus Surcharge shall not 
be less than the Super-tax and 
surcharge payable by a resident 
having the same total income. The 
amended section 17 of the Indian 
Income-tax Act does, however, 
gives to all non-resident persons 
an opportunity to exercise, within 
a certain time-limit, the option of 
being assessed on the old basis, i.e., 
at the rate applicable to their total 
world income, the option ones 
exercised being irrevocable. 


2. A non-resident person may on 
the first occasion on which he is 
assessable for 1951-52 or a later 
year and before the 30th day of 
June in that year, declare by 
notice in writing to the Income-tax 
Officer that the tax, including the 
super-tax payable by him or on his 


t 


total world income. 


behalf, on his total income shall be 
determined with reference to his 
If, however, 
the first occasion on which a non- 
resident person is assessable falls 
during the assessment year 1951- 
52, the said option may be exercis- 
ed by the 31st October, 1951—the 
date specified by the Board in this 
behalf. As observed above, the 
option once exercised shall be final 
and will be applicable to all sub- 
sequent assessment years. 


3. All Income-tax Officers who 
assess Companies should immedi- 
ately inform all the Companies in 
their jurisdiction that they (the 
companies) should, without delay, 
bring the new provisions relating 
to the exercise of option referred 
to above to the notice of their non- 
resident shareholders so as to 
enable them to exercise the option 
within the time limit to their best 
advantage. Pending the declara- 
tion of such option, the companies 
must be told that super-tax and 
surcharge should be deducted in 
accordance with clause (b) of 
section 17 (1), ie. at 3 annas in 
the rupee plus 5 per cent, unless 
the gross dividend of the share- 
holder concerned exceeds Rs. 
73,750. If the gross dividend ex- 
ceeds Rs. 78,750, super-tax and 
surcharge should be deducted at 
the rate applicable to such gross 
dividend treating it as the total 
income of the shareholder. 


4. It should also be brought to 
the notice of all private employers, 
that they may deduct income-tax 
at the maximum rate and Super- 
tax at 8 annas in the rupee or at 
the rate applicable to the pension 
paid to a non-resident person, 
treating it as the income of a 
resident individual, whichever is 
higher. If the pensioner elects to 
be assessed at the rate applicable 
to .his total world income, before 
the prescribed date, and any add}. 
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tional tax becomes payable, the 
employer should undertake to ad- 
just the short deduction, if any, 
arising on the basis of the pen- 
sioner’s final option. The 
employer may obtain the declara- 
tion of his pensioner and file it 
with the Income-tax Officer who 
assess the employer. 


§. P. LAHIRI, 
Secy. 


x Gi < 


Ministry of Finance (Revenue 
Division), New Delhi, the 
26th June, 1961. 


S.R.O. 977.—In exercise of the 
powers conferred by section 60A 
of the Indian Income-tax Act, 1922 
(XI of 1922), the Central Govern- 
ment hereby makes the following 
further amendments to the Part B 
States (Taxation Concessions) 
Order, 1950, namely :— 


In the said Order— 


(1) In paragraph 6, after the 
words and figures ‘31st 
day of March 1951” the 
words and figures “or on 
the 81st day of March, 
1952”, as the case may be”, 
shall be inserted; 


(2 


S 


In paragraph 7, after the 
words and figures “31st day 
of March, 1951” the words 
and figures “or on the 31st 
day of March 1952, as the 
case may be” shall be 
inserted; 


(3) In sub-paragraph (2) of 
paragraph 11, after the 
words and figures “ist day 
of April, 1950” the words 
and figures “or on the Ist 
day of April 1951, as the 
case may be” shall be 
inserted. 


PYARE LAL, 
Joint Secy. 


Page Six 


Ministry of Finance (Revenue 
Division), New Delhi, the 
26th June, 1951. 


No. 567.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institutions men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


State of Saurashtra. 


429. Shri Gramya  Daxina- 
murti, Ambla. 

430. Sheth Mangalbhai Jesing- 
bhai Women’s Hospital 
and Shrimati Mangal- 
guari Maternity Hall, 
Wadhwan. 

431. The Gandhi Theli, Rajkot. 

432. Mahatmaji Kirti Mandir’s 
Fund, Porbandar. 

483. The Somnath Temple 


Jirnodhar Fund. 


* * x 


New Delhi, the 29th June, 1951. 


No. 58.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


West Bengal. 


448. Government College of 
Commerce and Business 
Administration, Calcutta. 


$ * = 


New Delhi, the 2nd July, 1951. 


No. 60.—It is notified for 
general information that the 
Central Government are pleased to 
approve the institution mentioned 
below for the purposes of sub- 
section (1) of section 15-B of the 


Indian Income-tax Act, 1922 (XI 
of 1922) :— 


Bombay. 

449. Bombay Citizens’ Famine 
Relief Committee, Bom- 
bay. 

S. P. LAHIRI, 
Dy. Secy. 
™ + * 
Ministry of Finance (Revenue 


Division), New Delhi, the 
5th July, 1951. 


No. 62.—It -is notified for 
general information that .the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). This approval. will 
be valid for a period of three years 
from 5th July, 1951. 


Delni. 
450. Shri Guru Tegh Bahadur 
Khalsa College, Karol. 


5. P. LAHIRI, 
Dy. Secy. 
bd x- ki 


Ministry of Finance (Revenue 
Division), New Delhi, the 
13th July, 1951. 

No. 64.—It is notified for 
general information that the 
Central Government- are pleased 
to approve the institution men- 
tioned below for the purposes vf 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Dethi. 


451. The Bharat Scouts and 
Guides, New Delhi. 


% ag * 
New Delhi, the 14th July, 1951. 


No. 65.—It is notified for 
general information that the 
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Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


West Bengal. 
452. Islamia Hospital, Calcutta. 


S. P. LAHIRI, 
Dy. Secy. 


Es | mt + 


Central Board of Revenue, 
New Delhi, the 4th July, 1951. 


S.R.O. 1044.—In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 
in the Schedule appended to its 
notification No. 32—-Income-tax, 
dated ‘the 9th November, 1946, 
namely :— . 


In the Schedule appended to the 
said Notification, under the sub- 
head ‘VII Delhi Ajmer, Rajasthan 
and Madhya Bharat, for the 
Rangers, Income-tax Circles and 
Wards the following Ranges, In- 
come-tax Circles and Wards shall 
be substituted, namely :— 


DELHI ‘A’ 
` 1. All Contractors Circles, New 
Delhi. ' 
2. All ‘F Wards, New Delhi. 
3. All Salaries Circles, Delhi. 


DELHI ‘B’ 


1. All A, B, C, D and E Wards, 
Delhi. 
2. Central Circle, Delhi. 


DELHI ‘C’ -. 


1. All Companies Circles, New 
Delhi. 

. All ‘G’ Wards, Delhi. 

. H-Ward, Delhi. 

. Ajmer. 

. Beawar. 


Ot fh Go DO 


$ 
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6. All Wards at Jaipur. 
7. All Wards at Jodhpur. 
8... Kotah. 
9. Bharatur. 
10. All Wards at Udaipur. 
11. All Wards at Bikaner. 
12. All Wards at Gwalior. 
18. All Wards at Ujjain. 
14. All Wards at Indore. 
15. Ratlam. 
16. Special Survey Circle, ‘A’, 


Delhi. powers conferred by sub-section 
1 2 3 4 
20-A. Employees of the Geoffrey First I.A.C. 
Manners and Company PARNO ‘© Range, 
Limited, Bombay, stationed S.B.II. Bombay. 
anywhere in the taxable Bombay. 
territories. 
S.R.O. 1091.—In pursuance of Bombay ‘D’ 
sub-section (4) of Section 5 of the B-II Ward. 
Indian Income-tax Act, 1922 (XI B-III Ward. 


of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall be made 
in its notification No. 82 Income- 
tax, dated the 9th November, 1946, 
namely :— 


In the Schedule appended to the 
said Notification under the sub- 
head “II Bombay City” for the 
Ranges, Income-tax Circles and 
Wards specified against them, the 
folowing Ranges, Income-tax 
Circles and Wards shall be substi- 
tuted, namely :— 


Bombay ‘A’ 


A. I Ward. 

A, II Ward. 
A. IIL Ward. 
A. IV Ward. 


Bombay ‘B’ 


Companies Circle- I, 

Companies Circle II, 
- Companies Circle III, 
Companies Circle IV, A.V. Ward: 


Bombay Œ ` Eo 
C. II Ward. 
C. IV Ward. 


17. Special! Survey Circle, ‘P’, 


Delhi. 
S. P. LAHIRI, 
Secy. 
ba k e 
Central Board of Revenue, 


New Delhi, the 14th July, 1951. 
S.R.O. 1090.—In exercise of the 


Special Survey Circle II. 
Special Survey Cirele V. 


Bombay ‘EK’ 
Circle I 
Circle II 
Circle III 
Cirele IV 
Circle V 
Circle VI 
Cirele VII 
Circle VIII 
Circle IX 
Circle X 
Circle 
Circle 
Circle 


Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay 
Bombay Circle 
Bombay Circle 
Bombay Circle XVI 
Central Circle IX 

Central Circle X 


Bombay ‘F’ 
Central Circle I 
Central Circle- II 
Central Cirele III 
Central Circle IV 
Central Circle V 
Central Circle XI 
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(6) of section 5 of the Indian 
Income-tax Act, 1922 (XI of 


1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 
in its Notification No. 13-I-T, 
dated the 12th February, 1949, 
namely :— 


In the schedule appended to the 
said notification after serial No. 
20, the following item shall be 
inserted, namely :— 


5 6 
A.A.C., C.1.T., 
‘Kk’ Range, Bombay 
Bombay. City. 
Bombay ‘G’ 
C-I Ward 
C-II Ward 


Special Survey Circle I 
Special Survey Circle IV 


Bombay ‘H’ 
D. I Ward 
D. JI Ward 
E. Ward 
special Survey Circle ITI: 
Special Survey Circle VI 


Bombay ‘K’ 
G. Ward è 
Non-Residents Refund Circle 
Bombay Refund Circle 
Bombay Suburban District 
Special Circle I 
Special Circle II 
Special Investigation Branch 


Bombay ‘L’ 
Central Circles VI 
Central Circles VII 
Central Circles VIII 


Bombay ‘M’ 
B-I Ward 
Market Ward 
Salaries Branch I 
Salaries Branch H 
K. B. DEB, . 
Under Secy. 
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Ministry of Finance (Revenue 
Division), New Delhi, the 
14th July, 1951. 


No. 7%2.-—-It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 


the Indian Income-tax Act, 1922. 


(XI ‘of 1922) :— 


Punjab (Irdia) 
453. Dayanand College, Hissar. 
New Delhi, the 21st July, 1961. 


No. 71.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institutions men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922.) :—- 


Uttar Pradesh j 


Queen Mary’s Hospital, 
Lucknow. 


455. Kasturba T.B. Clinic and 
Hospital, Lucknow. 


454. 


>. P. LAHIRI, 
Dy. Secy. 
* * * 


Reserve Bank of India, Bombay, 
the 20th June, 1951. 


Permission to bring Bank of 
England Notes into India. 


S.R.O. 975.—In pursuance of 
the notification of the Government 
of India in the Ministry of Finance 
No. 12(12)F.1/49, dated the 10th 
September, 1949, and in super- 
session of the Reserve Bank of 
India Notification No. F.E.R.A. 
88/49.R.B., dated the 17th Octo- 
ber, 1949, the Reserve Bank of 
India hereby permits any person 
to bring into the States from any 
place outside India, Bank of 
England notes upto the value of 
£10 provided that on arrival in 
India such person makes a decla- 


ration on the appropriate form 
specified by the Reserve Bank to 
the Customs authorities of the 
total number and value of such 
notes so brought in. 


B. RAMA RAU, 
Governor. 
$ * * 
Banking. 


Department of Economic Affairs, 
New Delhi, the 25th June, 1951. 


S.R.O. 973.—In exercise of the 
powers conferred by section 53 of 
the Banking Companies Act, 1949 
(X of 1949) and rule 16 of the 
Banking Companies Rules, 1949, 
and on the recommendation of the 
Reserve Bank of India, the Central 
Government hereby declares that 
the provisions of section 31 of the 
said Act and rule 15 of the said 
Rules shall not apply to the under- 
mentioned banking companies in 
so far as they relate to the publi- 
cation of their balance sheets and 
profit and loss accounts for lhe 
period ended the 31st December, 
1950, together with the auditor’s 
report in a newspaper, namely :— 


1. Jubilee Bank Ltd., Calcutta. 

2. Industrial Banking Company 
Ltd., Calcutta. 

3. Dacca Union Bank Ltd.. 


Calcutta. 

4. Bank of Arcot Ltd., Tiru- 
vannamalai., 

5. Salem Town Bank Lid, 
Salem. 


6. Chittattukara Catholic Bank 
Ltd., Chittattukara. 

7. Bari Doab Bank Ltd, 
Hoshiarpur. 

8. Ideal Bank Ltd., Delhi. 

9. Chawla Bank Ltd, Dehra 
Dun. 

10. Shree Laxmi 
Hangal. 

11. Chowghat Christian Bank 
Ltd., Chittattukara. 


S. K. SEN, 
Dy. Secy. 


Bank Ltd, 
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Insurance, 


Ministry of Finance (Department 
of Economie Affairs), New Delhi, 
the 16th July, 1951. 


S.R.O. 1087.—Whereas the Cen- 
tral Government is satisfied that 
sections 7, 12 and 14 of the 
Foreign Insurance Companies Act, 
1932 of Canada (22-23 Geo. V. Ch. 
47), insurance companies incorpo- 
rated in the States are required as 
a condition of carrying on insur- 
ance business in Canada to comply 
with certain special requirements 
not imposed on insurers of that 
country carrying on insurance 
business in the States under the 
Insurance Act, 1988 (IV of 1938) 
hereinafter in this notification re- 
ferred to as “the Act”). 


Now, therefore, in exercise of 
the powers conferred by section 62 
of the Act, and in xupersession of 
the Notification of the Govern- 
ment of India in the late Depari- 
ment of Commerce No. 
112-I (1) /39, dated the Sth Decem- 
ber, 1939 the Central Government 
hereby directs that the following 
requirements, being requirements 
as similar as may be to the said 
special requirements, shall be 
imposed on all insurers constituted, 
incorporated, domiciled or having 
their principal place of husinegs in 
Canada (hereinafter in this noti- 
fication referred to as Canadian 
insurers) as a condition of their 
carrying on the business of insur- 
ance in the States, namely :— 


The Act shall apply to Canadian 
insurers as if-—— 


(1) for clauses (a) to (i) of sub- 
section (1) of section 7 the 
following clauses were sub- 
stituted, namely :— 


“(a) where the business done 
or to be done is life insur- 
ance only or fire insurance 
only, four hundred and 
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(b) 


thirty-five thousand rupees: 
Provided that, in the of 
insurers registered under 
the Act, before the Ist 
day of January, 1951 for 
life insurance business only 
or fire insurance business 
only, the amount to be 
deposited and kept deposit- 
ed shall be three hundred 
thousand rupees only, and 


in any other case such sum 
as may be determined by 
the Central Government” ; 


(2) in section 27:— 
(a) for sub-section (1) the 


following sub-section were 
substituted namely :— 


“(1) Every insurer shall invest 


and at all times keep 
invested assets equivalent 
to not less than the amount 


m + * 


(i) 


(ii) 


of his liabilities in India 
less— 


the amount of premiums 
which have fallen due to 
the insurer but have not 
been paid and the days of 
grace for payment of which 
have not expired, and 


any amount due to the 
insurer for loans granted 
on and within the sur- 
render value of policies of 
life insurance maturing for 
payment in India issued by 
him or by an insurer whose 
business he has acquired 
and in respect of which he 
has assumed liability in the 
manner following, namely, 
twenty-five per cent of the 
said amount in Government 
securities, a further sum 
equal to not less than 
twenty-five per cent of the 


$ $ hai 


Compuny Law. 


(b) 
(i) 


(ii) 
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said amount in Government 
securities or other approv- 
ed securities and the 
balance in any of the ap- 
proved investments speci- 
fied in sub-section (1) of 
section 27A or subject to 
the limitations, conditions 
and restrictions specified, 
in sub-section (2) of that 
section, in any other in- 
vestment” and 


in sub-section (2) :— 


in clause (a) the words 
“in respect of his life in- 


surance business” were 
omitted and 
in clause (b) for the 


words “said sum” where- 
ver they occur the words 
“said amount” were sub- 
stituted. 


K. G. AMBEGAOKAR, 
SECY. 


MINISTRY OF FINANCE (DEPARTMENT OF ECONOMIC AFFAIRS), NEW DELHI, THE 


24th JULY, 1951. 


S.R.O. 1122.—In exercise of the powers conferred by sub-section (3) of section 289-B of the Indian 
Companies Act, 1913 (VII of 1913), the Central Government hereby prescribes the form in the Schedule 
hereto annexed as the form in which applications to the Central Government for approval under any of 
the sections referred to in sub-section (1) of the said section shall: be made. 


The Schedute. 
STATEMENT. 


(To be attached to an application for recognition of a change in the controlling interest of a company). 


1., 


(i) 
(ii) 
(iii) 


(iv) 


Name of the Company together with the 
address of its registered office. 


Nature of the existing controlling interest in 
the company. 


particulars about existing managing agents 
and/or directors; 


particulars about remuneration payable to 
managing agents and/or directors; 


particulars of commissions, allowances and 


fees payable to directors: 

particulars of any other remuneration payable 
to managing agents and/or directors, whether 
in their capacity as managing agents and/or 


„directors, or otherwise, 


Page Ten 

3. Nature of the future controlling interest in 
the company. 

(i) particulars about future managing agents 
and/or directors; 

(ii) particulars about remuneration proposed to be 
paid to managing agents and/or directors; 

(ili) particulars of commissions, allowances and 

fees proposed to be paid to directors; 

(iv) particulars of any other remuneration proposed 
to be paid to managing agents and/or directors, 
whether in their capacity managing agents 
and/or directors, or otherwise. 

4. Extent of the interest of the existing managing 
agents and/or directors in the company. 

5. Extent of the interest of the new managing 
agents and/or directors. 

6. The manner in which the controlling interest 
of the new managing agents and/or directors 

l in the company was acquired. 

(i) by transfer of the shareholdings of old 
managing agents and/or directors; 

(ii) by purchase of shares from the open markét; 

(iii) the price and other terms on which shares 


were transferred or purchased. 


(NOTE.—AIl necessary details under the above 


heads should be given). 


Compensation payable by the company, if any, 
to the outgoing managing agents and/or 
directors. 


Particulars of other companies managed by 
the new managing agents and/or directors, 


(NOTE.——Balance sheets together with the Directors’ 


and Auditors’ reports for all such companies 
for the previous three years should be 
submitted under this head). 


Any other changes in the Articles of Associa- 
tion which have a bearing on the appointment 
of new managing agents and/or directors. 


(NOTE.——5 copies of the existing Articles of Associa- 


tion of the company, 5 copies of the draft 
Articles of Association which are proposed to 
be substituted for the existing Articles of 
Association and 5 copies of the Resolution 
proposed to be moved at the special meeting 
of the Shareholders should accompany this 
statement). 
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K. G. AMBEGAOKAR, Secy,. 
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SUMMARY OF PROCEEDINGS OF THE COUNCIL OF THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF INDIA AND CONNECTED COMMITTEES. 


The Second Annual General 
Meeting of the Council of the 
Institute of Chartered Account- 
ants of India was held as already 
announced on the 11th, 12th ard 
iath August at New Delhi. The 
Council Meeting was inaugurated 
by the Honourable Finance Minis- 
ter Shri C. D. Deshmukh. 


The Proceedings of the Council 
opened at 3-30 P.M. on the llth 
August with an opening speech 
and welcome address by the 
President Shri G, P. Kapadia. 


The President in welcoming the 
Finance Minister at the time of 
inauguration by him of the Second 
Annual General Meeting of the 
Council said as follows: 


“On behalf of the Councii of 
the Institute of Chartered Ac- 
countants of India and the profes- 
sion of Accountancy, I extend to 
you, Sir, a most hearty weletme 
this afternoon. It was indeed 
gracious on your part to have 
kindly agreed io inaugurate the 
Second Annual General Meet- 
ing of the Council and 
to give away medals, prizes 
and certificates of merits 
to successful candidates. You are 
aware of the fact that by a long 
process of evolution the Account- 
ancy profession was given an 
autonomous status and with the 
passing of the Chartered Account- 
ants Act, 1949, the Institute of 
Chartered Accountants of India 
was brought into existence. The 
Act gives the profession the 
largest possible measure of auto- 
nomy and irrespective of the ex- 
pression of individual opinions as 
to the whole Council being an 
elected one, I would certainly say 
that the presence of Government 
nominees and the representatives 
of commerce on a body like this, 


has been found to be extremely 
helpful. With a large number of 
elected representatives of the 
members of the profession itself, 
a small element of nomination 
gives a closer contact to the pro- 
fession with Government as well 
as commercial interests and it is 
pleasing to note that three out of 
the five Government nominees are 
members of the Institute, 


The Council will be completing 
its two years of existence on the 
15th of August 1951 and during 
its initial period, a lot of work 
had to be done. We started with 
disabilities in not having prover 
accommodation, in having to 
organise a new All India Bodv and 
to put into shape the Regulations 
which, in the absence of comments 
from either the Expert Committce 
or the profession itse:f, were 
published as the first Regulations 
under the Act. The actual work- 
ing and experience showed us 
where changes were necessary 
and by this time several amend- 
ments have been made and these 
amendments have aimed at reliev- 
ing the hardship of the members 
of the Institute as also the pros- 
pective members, that is articled 
clerks. -The Act itself requires to 
be amended in some respects and 
in this connection representations 
have been made to Government 
from time to time although it has 
not been possible for Government 
to see eye to eye with the Council 
with regard to the question of the 
amendment of the Act. I am 
quite hopeful that with the deve- 
lopments which have taken place, 
the Council will be able to persu- 
ade Government to take up the 
question of amending the Act in 
material respects at a very early 
date. I am not discussing here 
the details of the amendments 
involved, because these questions 


are in the discussion stage between 
the Government and the Council. 
I am sure Government will, as 
usual, be able to give its helping 
hand to the Council in this behalf. 
In’ fact some of the amendments 
are of a nature which are quite 
urgent and I am sure these will 
receive Government’s best atten- 
tion. 


The question of accommodation 
for the office of the Council pre- 
sented great difficulties and as a 
result of the help made available 
from Government we have now 
been able to secure a plot of Jand 
for the building of the Institute. 
It will take some time before the 
building is actually constructed, 
but in the meantime the Council 
is not having the necessary space 
which is required for its activi- 
ties. In fact the premises which 
were actually allotted by the late 
Commerce Ministry were net 
given possession of to the Institute 
and as a result thereof the work 
of the Council still continues to 
be carried on in the limited pre- 
mises now occupied. I wouvutd 
request you, Sir, to give‘us your 
helping hand in this matter so 
that up to the time the Jnstitute 
has a building of its own, the office 
accommodation problem is solved 
satisfactorily and additional pre- 
mises are given to the Couneil. 


During the period of construc- 
tion, every new institution has to 
take care in organising the acti- 
vities. Human nature is always 
tempted by speed and whenever 
a new institution comes into being, 
there is a desire to do and achieve 
every thing at the same time. In 
this respect, it is my firm belief 
that instead of attempting lo do 
every thing which institutions 
established for forty or fifty years 
are doing, a new institution 
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should «believe in a gradual pro- 
cess and try to achieve first a pro- 
per working of the Act and the 
Regulations, maintain proper 
standards of examination and 
maintain proper standards for 
disciplinary action. At the same 
time it should also give due con- 
sideration to the question of 
having better contact between the 
members and then step up to the 
other activities of an ideological 
character or of a character involv- 
ing much more of strenuous effort. 


There might be some loose talk 
about the moral ‘standards of the 
Accountancy profession, but in 
this respect I would very confi- 


dently say that while the Ac- 


countancy profession may Have 
suffered as a result of the war 
conditions to some extent, the 
deterioration of standards in this 
profession is certainly not of that 
aggravated character, which may 
be found elsewhere. It has 
become a fashion to ask for the 
name of an auditor of a particular 
company when something goes 
wrong with that company without 
paying any attention to the fact 
that the auditor under the pre- 
sent Companies Act would have 
discharged his obligations in a 
proper way and the bad results 
with regard to a company may 
be entirely due to some planned 
fraud or other cause. It will not 
be out of place if I mentioned here 
the fact that that in many cases 
company auditors have submitted 
separate and qualified reports and 
in such cases they have courted 
the displeasure of the manage- 
ment and have not been re- 
appointed. The remedy lies in the 
amendment of the Indian Compa- 
nies Act by making the removal 
of such auditors difficult. A men- 
tion is also made about the Jaxity 
with which the Council has been 
dealing with this matter, but here 
also it is more of ignorance that 


is responsible for such an opinion. 
It is a fact, Sir, that before the 
Chartered Accountants Act came 
into force, all the functions for 
the regulation of the profession 
of Accountancy vested in the 
Central Government, which was 
then guided by an advisory board 
called the [ndian Accountancy 
Board. I had the privilege of 
being a member of this Board for 
two successive terms of three 
years and during that period I 
had also the honour and privilege 
of acting as a member and Chair- 
man of the Disciplinary Commit- 
tee. It has been my experience 
and my statement is borne ont by 
factual information that in reg- 
pect of each and every case which 
was referred to the then Discipli- 
nary Committee, the recommen- 
dations were invariably accepted 
by Government and I would want 
Government and the public to 
wait for a while to see the way 
in which the Council deals with 
misconduct cases. While the 
Council’s attitude will he of a 
stout opposition to frivolous com- 
plaints, it has been and it will be 
the policy of the Council to main- 
tain the highest possible stan- 
dards with regard to professional 
conduct of the members of the 
Institute and for the maintenance 
of these high standards the Coun- 
cil has not and will not hesitate 
to take the strictest possible 
action in cases wher2 the mem- 
bers of the profession have mis- 
behaved. It is hy the standard of 
disciplinary action that every pro- 
fessional hody is judged and it is 
by this standard that we ourselves 
will establish our own traditions 
and create our own reputation. 
The standard of examinations 
also has been kept very high and 
in course of time and with the 
establishment of Regional Coun- 
cils, the Central Council will be 
able to tackle the question of 


proper coaching to the students 
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entering the profession and the 
good results hereof will accrue in 
course of time. 


The Hon’ble Minister of State 
Shri Mahabir Tyagi recently 
made a mention about the fact 
that autonomy was given to the 
profession as a measure of good- 
will and trust, and T assure you, 
Sir, on behalf of my Council and 
the profession, that we have fully 
deserved this goodwill and the 
trust and our two years working 
will have given you sufficient in- 
dication as to the way in which 
we want to proceed further. The 
Central Government nominees on 
the Council have had a proper in- 
dication of this and I am sure 
they will have by this time convey- 
ed to you, Sir, their impressions 
about the work of the Council. 


A question that has always 
been agitating the mind of the 
Council and the members of the 
profession is the recognition 
given by Government. I am 
pleased to note that we have re- 
ceived the largest possible assist- 
ance in this behalf from the 
Central Government and at every 
stage on very important questions 
having a bearing on the economic 
or commercial activities of the 
country, the professon of Ac- 
countancy will recetve its due re- 
presentation. It wag also pleasing 
to note that the Central Govern- 
ment gave an opportunity to the 
profession to nave its representa- 
tive on the Company Law Com- 
mittee and mv humble self has 
had the privilege of being the 
nominee of the’ Council on that 
Committee. The Institute, 
through me, is making itis humble 
contribution in the work of this 
Committee and in course of time 
Your Honour will get an indica- 
tion of the contribution made by 
the profession in this behalf also. 
I may, however, take the oppor- 
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tunity of making a mention of the 
fact that in sume eases the claims 
of the profession have not been 
conceded and in this behalf I may 
positively refer to the Income-Tax 
Investigation Commission, to the 
Income-tax Appellate Tribunal, to 
the Industriai Courts in the vari- 
ous States, to the Finance Com- 
mission and to the recently ap- 
pointed Commission for the com- 
panies Act Ordinance, I may 
venture to say that it would have 
been of a great advantage to 
Government to have a practising 
member on the Income-tax In- 
vestigation Commission and his 
presence on that Commission 
would have certainly piven very 
good results. On the Income-Tax 
Tribunal also there has been a 
recent tendency of appointing 
members who are not Chartered 
Accountants, despite the previous 
assurances given to the profes- 
sion. While admitting the fact 
that it is difficult to attract 
proper talent because of a reduc- 
tion of salary, which is paid to 
the members of the Income-Tax 
Appellate Tribunal, I am also in 
a position to state that it would 


not be difficult for the Council to 


suggest a panel of names after a 
proper selection from which Gov- 
ernment could make appoint- 
ments. In respect of the Indus- 
trial Courts, it has been the ex- 
perience of the business commu- 
nity that the judges of the Indus- 
trial Courts who are all persons 
with legal qualifications, do not 
have an insight into accounts and 
much of the work involved has a 
bearing on accounts. Recently 
an attempt has been made to have 
Chartered Accountants as asses- 
sors to help the Industrial Courts. 
It is rather disturbing to find from 
the judgments given-by some of 
these Courts as to the attention 
given to the accounts part and 
some of the judgments contain 
observations against auditors 


which can certainly be met by the 
profession. . In a recent case de- 
cided in Uttar Pradesh, it was 
mentioned that it was the emplo- 
yer’s balance sheet and the 
employer’s profit and loss account 
and therefore it could not be re- 
lied upon. It appears that a Jot 
of misunderstanding and want of 
proper information is responsible 
for the present state of affairs 
and two aspects require to be 
dealt with immediately. One is 
that atheast one member of each 
Industrial Court should be a 
Chartered Accountant and the 
other is that due weight should 
be attached to the balance sheets 
and profit and loss accounts re- 
ported upon by the Chartered Ac- 
countants. If a balance sheet or 
a profit and loss account has been 
improperly reported upon, the 


person in question can be dealt. 


with by the Council and there is 
no reason why the labour repre- 
sentatives should be enabled to 
make an approach to the pro- 
blem in such a way that they 
would disregard totally the re- 
ports of Chartered Accountants 
on company balance sheets under 
the Companies Act. It is in this 
respect that we really want your 
help, Sir, so that conditions are 
straightened up and the Account- 
ancy profession not only gets its 
proper place but is also given the 
respect and attention it deserves. 


In other matters also the State 
Governments are not quite helpful 
and in this connection the Insti- 
tute has made representations to 
the various State Governments 
with regard to the Audit of Co- 
operative Societies and other such 
accounts and I am sure that, as 
usual, the Central Government 
will give us the necessary assist- 
ance to resolve our difficulties. 


Our Institute is now attached to 
the Ministry of Finance and, 
therefore, we have a direct con- 
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tact with the Central Board of 
Revenue than we had heretofore 
and I am very pleased to note the 
fact that the Central Board of 
Revenue will hereafter have con- 
sultations with the Council of the 
Institute in matters relating to 
the Income taxation of the coun- 
try and the matters affecting the 
Accountancy profession. In this 
connection, I would very much 
urge upon Government that previ- 
ous consultation is not only help- 
ful but is also necessary in the 
interest of Government as well as 
the public. While business inter- 
ests might at times take a nega- 
tive attitude and oppose every 
measure of amendment with re- 
gard to income taxation, the 
policy of this Council will always 
be to offer constructive criticism 
and at the same time give the ful- 
lest co-operation to Government 
where it finds that the amend- 
ments in question are being made 
in publie interest. It is the moral 
obligation of the profession to 
Government to give this assist- 
ance and give a very dispassionate 
consideration to the issues involv- 
ed and I can confidently say, Sir, 
that the profession has not and 
will not hesitate in making a frank 
exposition every time of the 
issues involved. 


With regard to the question of 
the relations of the members of 
the Institute with the Income-Tax 
Department, it is my desire, Sir, 
to remove all misunderstanding 
between the Department and the 
profession altogether and with 
that objective in view, I give you 
my solemn assurance that the 
members of my Institute will 
always give the fullest co-opera- 
tion to the Department and will 
also act in a way that it does them 
credit by discharging the moral 
obligation to the State and not re- 
plying on the legal obligation part 
only, and when this is done, I do 
expect that the Department also 
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will give the largest possible as- 
sistance to the members of the 
profession to practise, so far as 
the Department is concerned. 


It seems to be the policy of 
Government to encourage the pro- 
fession by relying on statements 
certified by Chartered Account- 
ants and an indication has had 
from the last income-Tax 
(Amendment) Bill. It is indeed 
gratifying to note that Govern- 
ment intend making such a, pro- 


vision. In this connection I 
would stress the necessity of 
having a full discussion be- 


tween the Council and the Central 
Board of Revenue as to the way 
in which the necessary statements 
should be prepared and the certi- 
ficates given so that all sort of 
misunderstanding may be remov- 
ed. If this is done, it will consi- 
derably help the work of the De- 
partment*and at the same time 
relieve the hardships of the 
assessees and enable Chartered 
Accountants to have their say 
with regard to Income-Tax mat- 
ters. 


In conelusion, I would say, Sir, 
that the Institute is a new one and 
it will take time to build up its 
traditions and I am sure that in 
course of time the Institute wiil 
have the best of traditions of 
which the profession and the 
country will be proud of. ` The as- 
sistance of the members of the 
profession as also Government 
and public is necessary in build- 
ing up the Institute and I am sure 
that this will be had in the fullest 
measure. Your presence hére this 
afternoon is a great encourage- 
ment to the Council of the Insti- 
tute and to the profession as a 
whole and we take legitimate 
pride in having’ the- privilege of 
having you amongst us to inaugu- 
rate our Second Annual Meeting. 
I now request you, Sir, to give 
away the medals, prites and Certi- 


ficates of merits to the successful 
candidates and then. say. a few 
words to us,” 


The Hon’ble Finance Minister 
inaugurating the Council proceed- 
ings stated as follows :— 


Mr. PRESIDENT, GENTLEMEN, 


I am grateful to you for the 
privilege of being asked to inaugu- 
rate this Second Annual Meeting 
of the Council of your Institute. 
I also thank you for the welcome 
accorded to me. I need not say 
that the Government are very 
much interested in the progress of 
your Institute. Apart from the 
fact that the growth of Indian 
commerce and industry can take 
place on right lines only if your 
profession develops simultaneous- 
ly, the establishment of your In- 
stitute with an autonomous status 
is a development in the profes- 
sional field, the success of which 
must be wished for earnestly by 
all right-thinking persons. I am 
glad to know that vour Institute 
has overcome successfully its 
teething troubles. I am also glad 
to know that the services of the 
nominated members are appre- 
clated by your Council. I am sorry 
to learn that the Council is suf- 
fering from shortage of accom- 
modation. I shall certainly render 
whatever help is possible to. over- 
come this difficulty. 


2. The practice of accountancy 
is in the nature of a public service. 
Apart from the statutory respon- 
sibilities to report on the accounts 
to the shareholders, it is the duty 
of every member of the Institute 
to ensure that he fulfils the high 
ideals set before him amidst all 
the pressures and temptations of 
the day. I.am glad to know from 
your address that you are fully 
alive to your responsibilities. It 
is only the watchful eyes of the 
Members of your profession which 
can make any measures that Gov- 
ernment may take to curb mab 


August, 1951. 


practices in trade and business, 
really. effective. 


8. You have referred to the 
moral standard of the accountancy 
profession. I welcome your as- 
surance that the deterioration of 
standard in this profession is 
certainly not of that aggravated 
character which may be found 
elsewhere as a result of the war 
conditions. I trust you will not 
misunderstand me if I utter a word 
of warning against complacency 
in this respect. It is essential to 
be ceaselessly vigilant about this, 
all the more so because of the 
greatly enlarged sphere of your 
activities. The Institute of Char- 
tered Accountants should conti- 
nue to exercise unceasing vigil- 
ance in seeing that its members 
conform to the traditions and con- 
ventions of the profession and 
that the rules framed by them are 
observed both in the letter and in 
the spirit. Yours is the privileg- 
ed task of making the membership 
of the Institute a hall mark of 
distinction in professional circles 
all over the world. Such a posi- 
tion implies unwearied and un- 
ceasing effort on your part. 


4. Government are aware of the 
importance of your profession 
and have acknowledged it in 
practical terms whenever possi- 
ble. As you know, Government 
propose to make it obligatory for 
a businessman who is liable to 
pay Super-tax to file with the in- 
come returns, statements of 
accounts audited by a Chartered 
Accountant. _ Government also. 
propose to amend the law to 
enable them to appoint any mem- 
ber of the Income-tax Appellate 
Tribunal—whether Judicial or 
Accountant—to be the President 
of the Tribunal. Today, às you 
have pointed out, only a Judicial 
Member can be appointed as a 
President. ` Government ‘have also 
sought to avail of your wisdom 
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and,experience in Committees and 
Commissions whenever they have 
found it physically possible to do 
so along with other public bodies 
which have justifiable claims on 
Government recognition. I can 
give you the assurance that in all 
matters with which your profes- 
sion is closely associated, the Gov- 
ernment will be only too eager to 
avail of your wisdom and experi- 
ence and that you need not have 
any misgivings regarding the re- 
cognition accorded to you by the 
Government. 


5. Government welcome the 
endeavour made by your Council 
not only in raising the standard 
of the profession but also in ex- 
tending sympathetic considera- 
tion, in the matter of enrolment 
of Chartered Accountants, to 
those non-registered accountants 
who have been practising as audi- 
tors in the country before the 
Chartered Accountants Act came 
into force. I have no doubt 
whatsoever that you will extend 
your symvathetic treatment to 
the accountants practising in Part 
‘B’? States, on whom the Govern- 
ment have now .conferred the 
right to continue their practice 
within their respective States. 
It is your task to bring the stan- 
dards of the profession in these 
States into line with yours by 
approaching the problem with 
tact and patience. 


6. You have referred to certain 
proposals for amendment of the 
Chartered Accountants Act. I 
can assure you that Government 
will always give’ earnest conside- 
ration ‘to your problems and lend 
their assistance to the utmost 
possiblé extent in resolving it. It 
is, however, doubtful whether, in 
view of the impending elections, 
it would be practicable to sponsor 
any new legislation within the 
next few months and you have to 
wait for the new Parliament to 


‘assemble 


before the proposed 
amendments can be carried out. 


_ t. There are a few other points 


of detail which you have referred 
to in your address. I give you the 
assurance that I shall be prepared 
to examine them with a view to 
seeing how far we can meet you 
and how far we can take advant- 
age of the assistance that you 
have offered, as for instance in 
connection with the provisions in 
the Income-tax Amendment Bill. 


8. Before concluding, I would 
like to pay a tribute to the untir- 
ing efforts of you, Mr. President, 
in not only bringing the Institute 
on sound footing but also in ex- 
tending full co-operation to the 
Government in meeting the vari- 
ous demands that they have had 
to make on you from time to time. 
I wish the Institute all the best. 


He then gave away the medals, 
prizes and certificcates, as 
case may be to the following suc- 
essful candidates. 


Final Examination: (May 1951) 


P. M. Narielvala, G. P. Kapadia, 
First President Gold Medal, N. M. 
Shah, Prize for the best paper on 
Taxation and Cost Accounting 
and Certificate of Merit—Not 
present (Handed over to Shri G. 
Basu). 


H. M. Talati,, A. F. Ferguson, 
Prize for the best paper on Audit- 
ing. Not present (Handed over 
to Shri N. M. Shah). 


Final Examination: (May 1951) 

S. Kuruvilla, G. P. Kapadia, 
First President Silver Medal and 
Certificate of A ae) 
attended. 


Hrishikes Nandi—Certificate of 
Merit for second rank—Personal- 
ly attended. 


T. M. Krishnan, Certificate of 


Merit for third rank. Not present. 


the. 
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(Handed .over to. Shri.M. S. 
Krishnaswami). 


Mr. Vaish in proposing vote of 
thanks to the chief guest and the 
other members said as follows :— 

“It is my privilege to propose, 
on behalf of the profession, a very 
hearty vote of thanks to our chief 
guest, the Hon’ble Shri Chintaman 
Deshmukh. The profession, as 
everybody knows, is very inti- 
mately concerned with questions 
of finance and on these questions, 
Sir——-since your name is Desh- 
mukh: the nation’s mouthpiece— 
naturally every word that comes 
from you will be heard and acted 
upon by us as coming from the 
nation itself. The profession is 
aware that the country is passing 
through difficult times, hard criti- 
cal times, and I take this opportu- 
nity of giving you the assurance, 
if it is needed at all, that the pro. 
fession will always be prepared to 
do any service or suffer any sacri- 
fice which is required of it. I can 


only say this much that by judging 


what the profession has been able 
to do with the limitations under 
which it has been working, if we 
are given the Necessary scope, 
and the necessary field, we will 
show what we are capable. You 


-can' always depend on the since- 


rity and earnestness of the pro- 
fession in: any walk of life in 
which it has to render any service. 
Again I thank ‘you, Sir, and the 


_other honoured guests who have 


been good 'èhough to grace this 
function.” . 


The Council continued its 
business under the presidentship 
of Shri G. P. Kapadia after the 
inauguration ‘proceedings, and 
an official summary of the im- 
portant decisions taken inm the 
Council will be published in the 
September issue. of the Bulletin. 
Of the décisions taken the more 
important were :— 
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'I.rIt was decided to send an 
official delegation .to Sixth Inter- 
national Congress in Accounting 
to, be held in London in 1952. 


2.\ It was decided that the dele- 
gation should go at the members’ 
own expense and should consist of 
five members of the Institute and 
the’ delegation should be led by 
the President. 


“The Council considered the 
recommendations the  Discipli- 
nary Committee on 8 cases 
‘referred to them previously 
and agreeing with the views ex- 
pressed by the Executive Commit- 
tee gave its finding and recom- 
mendations to be forwarded to the 
High Court. It also considered 
20'cases which were put before 


20, the Council. decided.to refer 
11 cases to the Disciplinary Com- 
‘mittee and the balance were con- 
sidered as' matters relating to 
cases which even though the com- 
plaints were found correct Will not 
in the opinion of the Council 
make the member unfit to be a 
member of the profession and 
therefore the papers were filed. 


The Council elected the follow- 
ing as office-bearers to the Coun- 
cil and members of the various 
Standing Committees for the 
year 1951-52: 


President: 
Shri G. P. Kapadia. 


Vice-President: 
Shri S. B. L. Vaish. 
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of the Committee . the aii 
were elected. 


Executive Committee: 
Shri S. N. Banerjea. 


» P. R. Mehra. 
» N. R. Mody. 


Examination Committee: 
Shri §. Ghose. 
» N. M. Shah. 
» ©. Suryanarayan. 
Iyer. 


Disciplinary Committee: 


Shri 8S. D. Nargolwala. 
(Member nominated by the 
Central Board of Revenue). 
Shri N. M. Raiji. 

» R. N. Rajam Aiyar. 


Law Committee. 





them for consideration and if Standing Committee: Shri G. Basu. 
thought fit to be referred to the In addition to the President and » M. K. Deb. 
Disciplinary Committee. Of these Vice-President who are members » C. S5. Sastri. 
MEMBERSHIP 
LIST OF MEMBERS ENROLLED DURING JULY, 1951, 
Membership No. Name Place ea 
ASSOCIATES 
2033 K. I. Eappen Travancore 2—1—51 
2084 Madhav Bhikaji Joshi Poona 2—1 -51 
2035 . Prafulla Chandra Sengupta Patna 3~7-51 
2036 Suresh Sunderrao Nayak Bombay 3—-T—51 
2087 Vinoo Mangaldas Khandwala Bombay 3—-7—51 
2038 * Tapan Kumar Ghose Calcutta d—-T—51 
2039 * Vinubhai Umedbhai Patel Bombay 6—7—51 
2040 Sarvadar Gupta Ajmer 18--7—61 
2041 Rajaram Hari Patwardhan Sholapur 18—751 
2042 Dattatraya Narayan Tulpule Sholapur 18—7—51 
FELLOWS 
564 Ian Maclean Ogg Bombay 7—T-51 
609 Rathindra Nath Roy Calcutta 71-51. 
‘618 Norman Blenkinsop Bangalore T-7151 
521 . Conjeevaram Ratnavel¥ Guntur 8—7—51 
1055 Pius Michael Almeida Bombay 8-7-51 
480 . Panchanan Basu 24 Parganas 15-7-51 
679 Nariman Merwanji Subedar ’ Bombay 15—7-51 
768 ` ` Ananta Kumar Dey Calcutta 15-7-51. 
745 ` Dinkar Ganesh Joshi . Bombay 23-17-51 
853 ` Raghunatha Narasimhan , Bombay 28-7-5L 





* Denotes not in practice. 
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STATISTICS FOR THE MONTH OF JULY, 1951 


Associates enrolled .. 10 
Fellows admitted .. 10 
Associate restored re | 
Certificate of Practice issued: 
Associates 576 
Fellows 546 


Termination of Membership 1 


Cancellation of Certificates of 
Practice: 


Associates converted into 
Fellows .. 10 
Associates Te 2 


Fellows .. Nil 
Articles registered .. 59 
Articles cancelled Nil 


Audit, Clerks registered :. 16 


Audit i Clerks registration 
cancelled .. Nil 


PUBLISHED ACCOUNTS IN NARRATIVE FORM. 


(By Dr. Rustom C. Cooper, 
M.Com., Ph.D. (Econ.), 
A.C.A., A.S.A. A. (Hons.). 


Lack of interest of the share- 
holders of Joint Stock Companies 
in the audited accounts sent to 

them prior to the Annual General 
= Meeting has been a topic of con- 
siderable criticism in recent times. 
In majority of cases the share- 
holder is content to close the 
printed booklet of annual accounts 
and directors’ report after throw- 
ing a casual glance at the proposal 
for dividend or the figure of profit 
or loss as the case may be. The 
excuse for this attitude towards 
printed accounts is that as a lay- 
man he is unable to comprehend 
the intricacies of the accounts. 
Although, it cannot be denied that 
if a layman wants to read and 
understand the accounts, he could 
with little difficulty grasp most of 
the information, it is felt that if 
accounting particulars could be 
made slightly more interesting a 
much larger number of share- 
holders could be drawn to take 
interest in them. 


With this end in view the fol- 
lowing suggestion is being put 
forward to the boards of directors 
and auditors of the larger public 
companies in India. This experi- 
ment involves giving more im- 
portant accounting information, 
already contained by the statutory 
Profit and Loss account and 
Balance Sheet in a narrative or 
descriptive form, Important 


points couched in short paras 
giving interesting information to 
the shareholders about the work- 
ing results, ete. of their concerns 
are almost certain to attract atten- 
tion. Besides the compulsory 
publication of the profit and loss 
account, balance sheet and the 
usual directors’ report, a special 
article in simple language could 
easily be introduced to give 
particulars about varied subjects 
to the shareholders or such des- 
criptive information could even 
form part of a more detailed 
directors’ report. 


For example, a shareholder 
would like to know, in a brief 
sentence or two, how big the firm 
is. A short verbal statement on 
the nature of company’s business 
transactions and field of operation 
during the preceding year may 
also be included. A layman would 
generally be more interested in 
trying to realise the liquid posi- 
tion of the Company, rather than 
the intricacies of the share capital 
and reserves. Easy comparison 
with the results of earlier years 
indicating progress made by the 
Company is almost certain to 
prove interesting. The share- 
holder may also be told in brief 
as to exactly what has happened 
to his money—both the capital 
originally contributed by him and 
the subsequent profits earned. 
One Australian company recently 
attempted to help its shareholders 
by trying to give them an idea as 


to “what we are worth” on the 
date of the Balance Sheet. 


The style and layout of such 
accounts in narrative form must 
necessarily differ from concern to 
concern according to the nature 
of business and other peculiari- 
ties. The following suggestions 
are intended to give a brief idea 
of outline „of the descriptive 
accounts :— 


1. Liquid Position: 
Brief particulars of the total of 
cash, stamps and bank balances; 


2. Debtors: 


Shareholders may be told of the 
total amount owed to us by our 
customers, less estimated amounts 
which we may not be able to 
collect. 


3. Stocks: 


What is the value of the goods, 
etc., on hand, how it is valued and 
what is the condition of the 
stock? 


4. Shareholders’ Interest 
What we are worth? 


Give a brief idea of the total 
worth of the business represent- 
ing Capital, reserves and other 
surpluses; and its distribution 
among various classes of shares, 
or in the alternative, the interest 
of each shareholer in the business, 
businegs, 
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5. Comparative Figures: ° 


The main figures from the 
Profit & Loss Account and 
Balance Sheets of a number of 
years may be given with great 
advantage. It is generally felt 
that a ten-year summary is likely 
to cover the whole of a trade cycle. 
Some of the American companies 
also give the figures of profit and 
dividends distributed per share, 
the most important percentages 
and ratios (eg. profit as a per- 
centage of sales), and the highest 
and the lowest stock exchange 
quotations for the shares. 


6. Distribution of Revenue: 


Under this heading, the share- 
holders may be informed in a few 
words about the share of the fol- 
lowing in the total revenue of the 
Company :— 


(a) Employees: by way of 
bonuses, profit sharing, etc. 


(b) Government: by way of 
taxation, excise duty, cus- 


toms duty, cesses, fees, ete. 


Shareholders: by way of 
dividends and arpropria- 
tions to reserves. 


(ce) 


(d) Management:: by way of 
directors’ remuneration 
and expenses, managing 
agents’ allowance, commis- 


sion, ete. 


7. Figures of Production: 


Brief details of production of 
principal articles and recent 
changes in trends, ete. if any. 


| Eastern Investments Limited v. 
Commissioner of  Income-taz:, 
West Bengal. (1951) 20 I.T.R. 1. 


The appellants, an investment 
company was originally formed 


8. Hfficiency: 


Details of average annual in- 
come per employee, average labour 
cost per unit of finished product 
and average out-put finished pro- 
duct per employee. 


9. Investments: 
(a) Recent changes; 
(b) Interest in Subsidiaries; 


(c) Fluctuations in value, 
losses, profits, ete. 
(d) Contemplated future 


changes. 


10. Fixed Assets: 


(a) Value of fixed assets; 

(b) Expansion effected; 

(c) Obsolescence; 

(d) Adequacy of Depreciation, 
wear and tear, etc. 


11. Capital Structure: 


Brief observations on the 
capital structure‘of the Company. 
Details of creditorship interest— 
Redemption of Bonds, ete. 


12. Prices of Products: 


Percentage increase or decrease 
in selling price of principal pro- 
ducts as compared with increase 
or decrease in the cost of raw 
materials, freight, fuel, taxation, 
packing materials, labour, etc. 


18. Holding Companies: 


Where a concern has subsi- 
diaries, a brief para may be intro- 
duced to give an idea of the total 
value of the group and the net 
interest of the shareholders of the 


LEGAL NOTES 


for acquiring holding and other- 
wise dealing with shares and Gov 
ernment securities which belong- 
ed to one Lord Cable. The objects 
set out in the Memorandum of 
Association are to buy, sell and 
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holding company in the total 


group value. 


Instead of giving descriptive in- 
formation to the sharcholders in 
the form of a Special article, it 
may even be possible to introduce 
short explanatory remarks in the 
statutory forms of Profit and Loss 
Account and Balance Sheet so as 
to make their contents more intel- 
ligible to the average reader. 


For example, under the heading 
Trade Creditors, a note may be 
put stating that this item repre- 
sents the amounts we owed for the 
purchase of merchandise, supplies 
and services. 


Under the item Debentures, it 
could be put down that this is the ' 
amount we have borrowed at 5 
per cent. interest from certain 
parties to whom we have given a 
bond over our premises as a 
security. 


14. Capital & Reserves: 


This item represents the invest- 
ment in the business by its 20.238 
shareholders. 


15. Sundry Debtors: : 


This is the total we have yet to 
recover from our customers, 


Finally, it-could be stated that, 
whatever form it takes, any infor- 
mation calculated to enlighten the 
shareholders should prove most 
welcome. Accountants would do 
well to devote a little more time 
to this aspect of the final accounts 
so that public presentation of the 
firures will not lack clarity, 


otherwise deal with shares, secu- 
rities, bonds and so forth gener- 
ally. The share capital of the 
company at the date of its incor- 
poration was Rs. 250 lakhs and 
consisted partly of preference 
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shares and partly of ordinary 
shares. Of these Lord Cable held 
the majority including Rs. 50,000 
erdinary shares of the face value 
of Rs. 50 lakhs with which we are 
here concerned. The rest of the 
share capital was held by the 
nominees of the Lord Cable. 


On the death of Lord Cable one 
Geoffrey Lacy Scott was appoint- 
ed Administrator of his estate in 
India and he held these Rs. 50,000 
shares in that capacity. Money 
was needed by the executors of 
Lord Cable and accordingly the 
Administrator reached an agree- 
ment with the company under 
which the company agreed to 
reduce the share capital by 
Rs. 50 lakhs by taking over from 
Scott the 50,000 shares at the rate 
of Rs. 100 per share. Scott on 
his partagreed toforego cash pay- 
ment and to receive instead de- 
bentures to the face value of 
Rs. 50 lakhs carrying interest at 
5% per annum and redeemable 
at the option of the registered 
holder at any time. Sanction of 
the Caleutta High Court was 
obtained in due course and the 
agreement was carried out by the 
parties. 


The company contended that 
the 5% interest paid to Scott on 
these debentures aught to be de- 
ducted from its income under 
Section 12 (2) of the Indian 
Income-tax Act being an “ex- 
penditure (not being in the nature 
of capital expenditure) incurred 
solely for the purpose of making 
or earning such income profits or 
gains.” This contention failed 
before the Income-tax Appellate 
Tribunal and also before the 
Calcutta High Court. The com- 
pany therefore appealed to the 
Supreme Court of India. The 
Supreme Court overruled the 
decisions of the Calcutta High 
Court and allowed the appeal. 


_ While dealing with this matter, 
the Supreme Court stated the 
following principles: 


(a) Though the question must 
be decided on the facts of 
each case, the final conclu- 
sion is one of law. 


(b) It is not necessary to show 
that the expenditure was a 
profitable one or that in 


fact any profit was earned. 


(c) It is enough to show that 
the money was expended 
“not of necessity and with 
a view to a direct and im- 
mediate benefit to the trade 
but voluntarily and on the 
ground of commercial ex- 
pediency and in order in- 
directly to facilitate the 
carrying on of the busi- 
ness” and 


(d 


N” 


Beyond that no hard and 
fast rule can be laid down 
to explain what is meant 
by the word “solely.” 


In Farmer v, Scottish North 
American Trust Ltd. (1912) A.C. 
118 it was held that interest paid 
on overdraft required for pur- 
chasing shares (shares purchased 
being retained as security for the 
overdraft) was an outgoing, 
which could be'deducted from the 
receipts to ascertain the taxable 
profits and gains which were 
earned by them. The Supreme 
Court held that the appellants’ 
case fell within these principles. 


One of the point which weighed 
with the Income-tax Appellate 
Tribunal and the High Court was 
that though the conversion did not 
in any way disturb the holding of 
the investments of the company or 
interfere with the earning of its 
income, it had the effect of dimi- 
nishing its taxable income. The 
Supreme Court observed that this 
was not a proper consideration 
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when the transaction was not 
challenged on the ground of fraud 
and therefore was not even an 
allegation of fraud. 


The Supreme Court considered 
as irrelevant the point that there 
was complete identity of person 
between the person whose shares 
were sold and the person who took 
the debentures and that the trans- 
action resulted in a considerable 
benefit to him. The Court held 
that the proper test was not 
whether the other party benefited 
nor whether this was a prudent 
transaction for the appellants but 
whether it was properly entered 
into as part of the appellants’ 
legitimate commercial undertak- 
ings in order indirectly to facili- 
tate the carrying on of its busi- 
ness. 


The High Court doubted 
whether the transaction could be 
brought within the functions of 
an investment company, but the 
Supreme Court felt that the trans- 
action came within the powers of 
the company but apart from this 
aspect the’Supreme Court observ- 
ed: “Moreover we do not think 
that this enquiry is relevant, for 
we are dealing with a question of 
income-tax and not judging the 
legality or propriety of the trans- 
action on an application to reduce 
the capital of the company. The 
only question is whether this was 
done in the ordinary course of 
business for the purposes we have 
already pointed out however mis- 
taken the directors and the share- 
holders of the company may have 
been.” 


As stated by the Income-tax 
Appellate Tribunal the executors 
of Lord Cable’s estate needed 
money. The transaction was 
brought about at the instance of 
the holder of the majority of ordi- 
nary shares. The shares were 
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originally held by Lord .Cable and 
his nominees. Scott could have 
compelled the company to pay 
him cash for the shares. Instead 
of doing that he entered into an 
arrangement which, while giving 
him necessary facilities, appeared 
to have satisfied the company by 
allowing it to retain its invest- 
ments without a precipitate liqui- 
dation of a large portion thereof. 
It did not matter whether the 
company was right in this view or 
wrong and the soundness of its 
decision should not be judged on 
the materials before the Court. 
The Appellate Tribunal had stat- 
ed that “the change brought abcut 
had been so designed that the 
investments of the company were 
not to be disturbed and a consequ- 
ence the income accrued was in 
no way to be affected.” The 
Supreme Court observed that this 
has only to be stated to show the 
commercial nature of the trans- 
action from the company’s point 
of view. The Supreme Court 
stated that it did not attach any 
weight to the contention that 
the capital of the company could 
have been reduced in other ways 
and that as the company had at 
the time sufficient liquid resources 
to effect the reduction of capital 
desired, it was not necessary to 
resort to this process. 


On a full review of the facts, 
the Supreme Court held that the 
transaction was voluntarily enter- 
ed into in order indirectly to faci- 
litate the carrying on of the busi- 
ness of the company and was 
made on the ground of commer- 
cial expediency and that therefore 
it fell within the purview of 
Section 12 (2) of the Income-tax 
Act, 1922 before its amendment in 
1939. 


The Court observed: “This 
being an investment company, if 
it borrowed money and utilised the 


same for its investments on which 
it earned income, the interest paid 
by it on the loans will clearly be 
& permissible deduction under 
Section 12 (2) of the Income-tax 
Act. Whether the loan is taken 
on an overdraft, or is a fixed de- 
posit or on a debenture makes no 
difference in law”. If the de- 
bentures were held by a third 
party, the interest payable on the 
same would be an _ allowable 
deduction in calculating the total 
income. The Supreme Court held 
that it would make no difference 
if the holder of the debenture 
happened to be a shareholder, as 
there was no suggestion of fraud. 
If debentures had been paid for 
in cash by the same party, no 
objection could have been taken 
to allowing the interest amount 
to be deducted. The Court held 
that there was no difference if 
instead of paying in cash the pay- 
ment of the price is in the shape 
of giving over shares of the com- 
pany, when the transaction was 
not challenged on the ground of 
fraud and was approved by the 
Court in the re-organisation of 
the capital of the company. 


* x * 


Commissioner of Income-taz, 
U.P. v. Shamsher Jang Bahadur 
(1951) 20 I.T.R. 31. 


By their order dated August 31, 
1946, the Income-tax Appellate 
Tribunal allowed the assessee’s 
claims on three points and directed 
the Income-tax OHicer to make 
further investigation on the fourth 
point as the materials before the 
Tribunal in respect of that matter 
were insufficient. After receiving 
the Income-tax Officer’s report, 
the Tribunal did not deal with the 
first three points but dealt with 
the other matters in their order 
dated April 25, 1947. Within 
sixty days of receiving this order, 
the Commissioner filed an appli- 
cation before the Tribunal under 
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Section 66 (1) of the Indian In- 
come-tax Act that certain question 
of law should be referred to the 
High Court. The question of law 
formulated by the Commissioner 
related to an item about which 
the Tribunal had expressed its 
opinion in its order dated August 
31, 1946. The Tribunal upheld 
the assessees contention that the 
application was barred by limita- 
tion not having been filed within 
sixty days of the service of the 
order dated August 81, 1946. 
The Allahabad High Court how- 
ever rejected the contention and 
held as follows: “When as in this 
ease, the Appellate Tribunal ex- 
presses its opinion on certain 
points argued before it and calls 
for further material to decide the 
rest of the appeal and passes the 
final order after hearing the argu- 
ments of those points, the first 
order, dated 31st August, 1946, 
can, in no sense, be deemed to be 
an order under Section 33 (4) 
disposing of the appeal. The 
appeal was still pending before 
the Appellate Tribunal and it was 
not finally disposed of till 25th 
April, 1947. In that view of the 
matter, the opinion of the Appel- 
late Tribunal was clearly wrong 
and the application was within 
time as limitation had to be calcu- 
lated from the date of the service 
of notice of the order dated 25th 
April, 1947. It is admitted that 
from that date the application 
was within time.” 


* '% + 


Commissioner of Income-tax, 
West Bengal v. P. M. Bagchi & 
Co. (1951) 20 J.T.R. 38. 


In this case, the Calcutta High 
Court held that the provisions of 
Section 23 (5) introduced by the 
Amendment Act of 1989 did not 
ultimately affect the amount of 
tax payable but simply introduced 
a new method of arriving at the 
net amount of tax on the partner- 
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ship profits and that this amend- 
ment, being purely procedural 
merely affecting the machinery 
for collecting the tax rather than 
the tax itself, should be given 
retrospective effect and should be 
applied to the assessment for 
1988-39 if it was made after April 
1, 1939, the date on which the 
Amendment Act came into force. 


* $ * 


Sri Nilkantha Narayan Singh 
v. Commissioner of Income-taz, 
Bihar and Orissa. (1951) 20 
LT.R. 8. 


The assessee’s predecessor had 
leased out some coal fields to three 
different persons for long term. 
The average annual income of 
royalty and rents from these 
lessees was about Rs. 50,000. The 
assessee executed in the previous 
year for the assessment under 
consideration three documents 
termed “indenture of lease” in 
favour of a company conveying 
his right to collect royalties and 
rents from these three lessees. In 
lieu of this, the assessee was paid 
an immediate amount of Rs. 1 
lakh, Rs.: 40,000 and Rs. 60,000 
for the three ‘“indentures of 
lease.” The annual rent reserved 
was Rs. 10, Rs. 5 and Rs. 5 and 
the terms of the lease was 11 
years, 10 years and 15 years res- 
pectively. It was stipulated that 
after the expiry of the period, the 
assessee’s right would be revived 
in each case and he would be 
entitled to collect from the 
original lessees the amount of 
royalties and rent as before. 


One of the questions that arose 
was whether the sum of Rs. 2 
lakhs received from the company 
was a taxable income and this 
was considered by a division 
bench of the Patna High Court 
consisting of Ramaswami and 
sarjoo Prosad, JJ. 


Ramaswamy, J. held that the 
sum of Rs. 2 lakhs was clearlv 
taxable. He took the view that 
although the parties had describ- 
ed the contracts as “indentures of 
leases” and the lump sum pay- 
ment of Rs. 2 lakhs as “Salami”, 
in substance the transaction was 
an assignment by the assessee of 
his right to realise royalties and 
rent for a term of 10 to 15 years. 
As consideration for the contract 
the assessee received a lump sum 
of Rs. 2 lakhs which according to 
the learned judge was nothing 
but advance payment of royally 
and hence taxable. No other 
right excepting the right to collect 
royalty and rent from the original 
lessees was transferred by the 
assessee to the company and the 
assessee had not parted with any 
interest in the land but had mere- 
ly assigned his contractual right. 
That is how the learned judge 
interpreted the transaction. 


On behalf of the assessee it was 
argued that income connoted 
periodical monetary return and 
that the lump sum of Rs. 2 lakhs 
cannot be classed as Income and 
reference was made to Income-tax 
Commissioner v. Shaw Wallace & 
Co. (1932) 59 Z.A. 206. Rama- 
swami, J. however stated that the 
definition of income given by Sir 
George Lowndes in that case had 
been shaken by the subsequent 
decisions of the Judicial Commit- 
tee in Raja Bahadur Kamakshya 
Narain Singh v. Commissioner of 
Income-tax (1947) 11 LT.R. 513 
in which Lord Wright held that 
mine royalties were clearly income 
and not capital and were assess- 
able to income-tax. 


On behalf of the assessee the 
argument was stressed that the 
payment of 2 lakhs was made to 
the assessee in a lump sum and so 
the amount ought not to be classed 
as taxable income. Ramaswami, 
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J. held that there was no magic in 
the distinction between a lump 
sum and a periodical sum and the 
only material question in the case 
was the true nature of the sum 
and he referred to a number of 
decisions in which lump sum re- 
ceipts were held taxable. 


Sarjoo Prosad, J. did not 
express a definite view on the 
question and was inclined to treat 
the case to be very much on the 
border line. The trend of his 
argument in his judgment would 
lead one to conclude that the sum 
is not taxable according to him. 
He was inclined to treat the docu- 
ment as effecting the transfer of 
interest in immovable property 
itself and that “Salami” was not 
an advance payment of the annual 
rent or royalty for the period of 
lease. He also felt that the deci- 
sion in Commissioners of Inland 
Revenue v. British Salmson Aero 
Engines Ltd. 1928 (22) Tax Case, 
291 I.T.R. 245. in which a lump 
sum payment was treated as not 
taxable was applicable to the case 
on hand. He however did not 
dissent from the conclusion of 
Ramaswami, J. but stated as 
follows: “This case appears to me 
to be very much on the border- 
line, if not, as I tried to show, on 
the right side of it. My learned 
brother is very definitely of the 
opinion that ‘the amount of rupees 
two lakhs which was paid by the 
Bengal Discount Company to the 
assessee in consideration of the 
so-called indentures of lease was 
a taxable income.’ His decision is 
in conformity with the decision of 
the revenue authorities and I do’ 
not propose to disturb the status 
quo unless the circumstances of 
the case were absolutely compel- 
ling and pointed definitely in a 
contrary direction. I have, there- 
fore persuaded myself eventually 
to adopt the answer proposed by 


my learned brother to the first 
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question as well. The question 
whether a certain amount ie 
capital receipt or income has 
always to be decided on the facts 
and circumstances of each case, 
and no hard and fast rule can þe 


laid down for the purpose.” 


The Income-tax authorities had 
assessed the assessee to tax on a 
sum of Rs. 84,000 representing 
value of encashed high denomi- 
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nation notes on the ground that 
it represented income fron 
undisclosed sources. The learned 
judges held that on the facts of 
the case there was no material to 
justify such assessments. 


THE INDIAN COMPANIES (AMENDMENT) ORDINANCE, 1951—No. IH OF 1951. 


New Delhi, the 21st July, 1951. 


An Ordinance further to amend 
the Indian Companies Act, 1918. 


Whereas Parliament is not in 
session and the President is satis- 
fied that circumstanees exist which 
render it necessary for him to take 
immediate action. 


Now, therefore, in exercise of 
the towers conferred by clause 
(1) of article 123 of the Constitu- 
tion, the President is pleased to 
promulgate the following Ordin- 
ance :-— 


1. Short tille and commence- 
ment.—(1) This Ordinance may 
be called the Indjan Companies 
(Amendment) Ordinance, 1951. 


(2) It shall come into force ai 
once. 


2. Insertion of new section 86J 
in Act VII of 1913.—After section 
86I of the Indian Companies Act, 
1918 (hereinafter referred to as 
the principal Act), the following 
section shall be inserted, name- 


ly :— 


“86J. Restrictions on amend- 
ment of articles relating to ap- 
_pointment of directors.—In the 
case of a company not being a 
company managed by a manag- 
ing agent, any amendment in 
the articles of, or any variation 
in any agreement with, the com- 
pany relating to the appoint- 
ment or election of a managing 
director or a director not liable 
to retire by rotation shall, not- 
withstanding anything to the 


contrary contained in any other 
provision of this Act or in the 
articles or agreement, be void 
unless approved by the Central 
Government.” 


8. Insertion of new section 
STAA in Act VII of 1913.—After 
section 87A of the principal Act, 
the following section shall be in- 
serted, namely :— 


“STAA, Restrictions on ex- 
tension of term of office of 
managing agents.—In the case 
of a company managed by a 
managing agent, any amend- 
ment in the articles of, or any 
variation in any agreement 
with, the company which pur- 
ports to extend, or has the effect 
of extending, the term of office 
of a managing agent holding 
office as such at the commence- 
ment of this Ordinance shall, 
notwithstandiog anything’ to 
the contrary contained In any 
other provision of this Act or 
in the articles or agreement, be 
void unless approved by the 
Central Government.” 


4. Amendment of section 878, 
Act VII of 1918.—For clause (c) 


of section 87B of the principal Act, 
the following clause shall be sub- 
stituted, namely :— 


“(c) a transfer of his office 
by a managing agent shall- be 
void, unless approved by the 
company in general meeting 
and also by the Central Govern- 
ment S . 


5. Insertion of new section 87BB 
in Act VII of 1913.—After section 
87B of the principal Act, the fol- 
lowing: section shall be inserted, 
namely :— 


“87BB. Restrictions on 
change in the constitution of a 
managing agent.—In the case 
of a company managed by a 
managing agent which is a firm 
or a company, no change in the 
constitution of the managing 
agent, whether the change is 
caused by a change in the 
ownership of the shares held 
therein or by a change among 
the partners or board of direc- 
tors or managers thereof, shall 
have effect unless approved by 
the Central Government, and 
until such approval is obtained, 
no such firm or company shall 
be entitled to be the managing 
agent of the company. 


EHazolanation—A change in 
the ownership of shares in a 
managing agent which is a 
company caused by the death of 
any shareholder therein, or 4 
change among the partners of a 
‘managing agent which is a firm, 
or a change in the board of 
directors or managers of a 
managing agent which is a 
company, caused by the death, 
‘or retirement by afflux of tirne, 
of a partner, director or mana- 
ger, as the case may be, shall 

_ not be deemed to be a change in 
the constitution of a managing: 
agent -within the meaning. -of 
this section” ~~ rs 


= p 
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6. Insertion of new section 
87CC in Act VII of 1913.—After 
section 87C of the principal Act, 
the following section shall be in- 
serted, namely :—— 


“87CC, Restrictions on am- 
endment of articles or agrei- 
ment relating to appointment or 
remuneration of managing 
agents, etc.—In the case of a 
company managed by a manag- 
ing agent, any amendment in 
the articles of, or any variation 
in any agreement with, the 
company-—— 


(a) which relates to the ap- 
pointment of the managing 
agent, or 


(6) which purports to in- 
crease, or has the effect of 
Increasing, the remunera- 
tion of the managing agent, 
managing director or a 
director not liable to retire 
by rotation, as the case may 
be, 


shall, notwithstanding anything 
to the contrary contained ‘in any 
other provision of this Act or 
in the articles or agreement, be 
void, unless approved by the 
Central Government: 


Provided that nothing herein 
contained shall apply to the re- 
muneration payable to a direc- 
tor for attending the meetings 
of the board of directors of 
which he is a member.” 


7. Insertion of new sections 


153C and 153D in Act VII of 1913. 
—In Part IV of the principal Act, 
before section 154 the following 
heading and sections shall be in- 
serted, namely :—. 


‘Alternative remedy to wind- 
ing up in cases of mismanage- 
ment or oppression,’ 


158C. Power of court to act 
when company acts in a preju- 


dicial manner or ovptesses any 
of its members.—(1) Without 
prejudice to any other action 
that may be taken, whether in 
pursuance of this Act or any 
other law for the time being in 
force, any member of a com- 
pany who complains that the 
affairs of the company are being 
conducted— 


(a) in a manner prejudicial to 
the interests of the com- 
pany, or. 


(b) in a manner oppressive to 
some part of the members 
(including himself), 


may make an application to the 
court for an order under this 
section. 


(2) No application under sub- 


section (1) shall be made by any 
member, unless— 


(a) in the case of a company 
having a share capital, the 
member complaining— 


(îi) has obtained the consent 
of not less than one 
hundred in number of the 
members of the company 
or not less than one-tenth 
in number of the mem- 
bers, whichever is less, or 


(ii) holds not less than one- 
tenth of the issued share 
capital of the company 
upon which all calls and 
other sums due have been 
paid; and 


(6) in the case of a company 
not having a share capita) 
the member complaining 
has obtained the consent of 
not less than one-fifth in 
number of the members, 


and the provisions of rule 8 of 
Order I of the First Schedule to 
the Code of Civil Procedure, 
1908 (Act V of 1908), shall 
apply to any such application as 
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it applies to any suit within the 
meaning of that rule. 


(3) If on any such application 


the court is of opinion— 


(a) that the company’s affairs 
are being conducted as 
aforesaid, and 


(6) that to wind up the com- 
pany would unfairly and 
materially prejudice the 
interests of the company or 
any of its members, but 
otherwise the facts would 
justify the making of a 
Winding-up order on the 
ground that it is just and 
equitable that the company 
should be wound-up, 


the court may, with a view to 
bringing to an end the matters 
complained of, make such order 
in relation thereto as it thinks 
fit. 


(4) Without prejudice to the 


generality of the’ powers vested in 
a court under sub-section (2), any 
order made under that sub-section 
may provide for— 


(a) the regulation of the con- 
duct of the company’s 
affairs in future; 


(6) the purchase of the shares 
or interests of any mem- 
bers of the company by 
other members thereof or 
by the company; 

(c) in the case of a purchase of 
shares or interests by the 
company being a company 


having a share capital, for 
the reduction accordingly 
of the company’s capital or 
otherwise; 


(d) for the termination of 
any agreement, howsoever 
arrived at, between the 
company and its managing 
agent, managing director 
or any of its other direc- 
tors. 
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(5) Where an order under this 
section makes any alteration in, 
or addition to, the memorandum 
or articles of any company, then 
notwithstanding anything con- 
tained in any other provision of 
this Act, but subject to the provi- 
sions of the order, the company 
concerned shail not have power 
without the leave of the court to 
make any further alteration in or 
addition to the memorandum or 
articles inconsistent with the pro- 
vision of the order but subject 
to the foregoing provisions of this 
sub-section the alterations or 
additions ‘made by the order shall 
have the same effect as if duly 
made by a resolution of the com- 
pany, and the provisions of this 
Act shall apply to the memoran- 
dum or articles as so altered or 
added to accordingly. 


(6) A certified copy of every 
order under this section altering 
or adding to, or giving leave to 
alter or add to, the memorandum 
or articles of any company shall, 
within fifteen days after the 
making thereof, be delivered by 
the company to the registrar for 
registration, and if a company 
makes default in complying with 
the provisions of this sub-section, 
the company and every officer of 
the company who is in default 
shall be punishable with fine which 
may- extend to five thousand 
rupees. 


(7) It shall be lawful for the 
court, upon the application of any 
petitioner or of any respondent to 
a petition under this section and 
upon such terms as to the court 
appears just and equitable, to 
make any such interim order as it 
thinks fit for regulating the cor- 
duct of the affairs of the company 
pending the making of a final 
order in relation. to the applica- 
tion. - 


‘ 


eed 


(8) In any case in which the 
court makes an order terminating 
any agreement between the com- 
pany and its managing agent or 
managing director or any of its 
other directors, as the case may 
be, the court may, if it appears to 
it that the managing agent, 
managing director or other direc- 
tor, as the case may be, has mis- 
applied or retained or become 
liable or accountable for anv 
money or property of the com- 
pany or has been guilty of any 
misfeasance or breach of trust in 
relation to the company, award by 
way of damages against the 
managing agent, managing direc- 
tor or other director such sum as 
it thinks fit, and the provisions of 
sections 285 and 236 of this Act 
shall apply as if the company 
were in the course of being wound- 
up and proceedings under section 
235 had been commenced by a con- 
tributory within the time limited 
by that section. 


Explanation.—For the purposes 
of this section, any material 
change after the commencement 
of the Indian Companies (Amend- 
ment) Ordinance, 1951, in the 


control of a company, or in the 


case of a company having a 
magaging agent in the composi- 
tion of the managing agent which 
is a firm or in the control of the 
managing agent which is a com- 
pany, may be deemed by the court 
to be a fact which would justify 
the making of a winding-up order 
on the ground that it would be 
just and equitable that the com- 
pany should be wound-up: 


Provided that the court is satis- 
fied that by reason of the change 
the interests of the company or 
any of its members are or are like- 
ly to be unfairly and materially 
prejudiced. 


1583D. Effect of termination of 
managing agency agreement, ete. 
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—(1) Where an agreement be- 
tween a company and its manag- 
ing agent, managing director or 
other director, as the case may be, 
is terminated by virtue of an 
order made under sub-section (8) 
of section 153C,— 


(a) the order shall not give rise 
to any claim on the part of 
the managing agent, 
managing director or other 
director, as the case may 
be, for damages or for 
compensation for loss of 
office or otherwise, whether 
the claim is made in pursu- 
ance of the agreement or 
otherwise, and 


(6) no managing agent, 
managing director or other 
director or any associate 
of such managing agent 
shall, without the leave of 
the court, be appointed or 
reappointed or be entitled 
to act as the managing 
agent, managing director 
or director or mavager of 
the company for a period 
of five years from the date 
of the order. 


(2) If any person acts as the 
managing agent or manager of 
a company in contravention of 
the provisions of this section, such 
person, and in the case of a com- 
pany each of its directors, shall be 
punishable with imprisonment for 
a term which may extend to one 
year or with fine which may ex- 
tend to five thousand rupees or 
with both. 


(8) No court shall grant leave 
under this section unless notice of 
the intention to apply for such 
leave has been served on the 
Central Government in the man- 
ner specified in section 80 of the 
Code of Civil Procedure, 1908 
(Act V of 1908) in respect of suits 
against the Government. 
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Haplanation._—_In this- section. 
the expression “associate of a 
managing agent” means— 


(a) any firm of which the 


managing, agent is a part- 
ner; 
(b) any partner of the manag. 
ing agent; 


(c) any private company, of 
which the managing agent 
is a member, director, 
managing agent or mana- 
ger; and 


(d 


Ne” 


in the case of a managing 
agent which is a company, 
any subsidiary company of 
the managing agent and 
any director, managing 
agent or manager of the 
managing agent or any 
subsidiary company of the 
managing agent.’ 


8. Insertion of new section 289B 
in Act VII of 1918.—After section 
289A of the principal Act, the fol- 
lowing section shall be inserted. 
namely :— 


“289B. Power of Central 
Government to appoint advisory 
commission and to make rules 
in respect of certain matters.— 
(1) For the purpose of advising 
it in the exercise of its powers 


under section 86J, section 
87AA, clause (c) of sec- 
tion 87B, section &7BB or 


section 87CC, the Central Gov- 
ernment may constitute a com- 


mission censisting of not more 
than three persons with suitable 
qualifications and appoint one of 
them to be the chairman thereof. 


(2) It shall be the duty of the 
commission to inquire into and 
advise the Central Government on 
all applications for approval made 
to the Central Government under 
any of the sections referred to in 
sub-section (1). 

(3) Every application for ap- 
-roval made to the Central Gov- 
ernment under any of the sections 
referred to in sub-section (1) 
shall be in such form as may be 
prescribed. 


(4) For the purpose of making 
any inquiry under this section the 
commission may— 


(a) require the production be- 
fore it of any books or 
other documents in the 
possession of the company 
relating to any matter 
under ingniry; - 


call for any further infor- 
mation or explanation if 
the commission is of 
opinion that such informa- 
tion or explanation is 
necessary in order that the 
books or other documents 
produced before it may 
afford full particulars of 
the matter to which they 
purport to relate; 


(0) 


with such assistants as it 
thinks necessary, inspect 


(c) 
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any books or other docu- 
ments so produced and 
make copies thereof or take 
extracts therefrom; 


(d) examine on oath a manag- 
ing director or any other 
Officer of the company re- 
lating to any matter under 
inquiry and administer an` 
oath accordingly to the 
person for the purpose. — 


(5) If any person refuses or 
neglects to produce any bork or 
other document in his possession 
or custody which he is required to 
produce under this section or to 
answer any question put to him 
relating to any matter under in- 
quiry, he shall be punishable with 
imprisonment for a term which 
may extend to two years and shall 
also be liable to fine. 


(6) No suit or other iezal 
proceeding shall lie against the 
Central Government, the commis- 
sion or any member of the com- 
mission in respect of anything 
which is in good faith done or 
intended to be done in pursuance 
of this section or the sections 
referred to in sub-section (1) or 
of any rules or orders made 
thereunder.” 


RAJENDRA PRASAD, 


President. 


K. V. K. SUNDARAM, 
Secy. to the Govt. of India. 


PARLIAMENTARY PROCEEDINGS 


(A) QUESTIONS & ANSWERS. 


In a written reply to a question 
the Minister of Commerce and 
Industry stated that the total 
investment of the United Kingdom 
in textile mills in India amounted 
to Rs. 95 millions and no invest- 
ments have been made in cotton 


textile industry by any other 
foreign country. 


The Minister of Commerce and 
Industry giving a written answer 
to another question stated that 
during the years 1948, 1949 and 
1950, 88 cases of industrial pro- 


jects were finalised. The total 
capital applied for was Rs. 28.67 
crores out of which Rs. 10.47 
crores was to be contributed by 
foreigners. He further stated: 
“The terms and conditions of 


foreign participation in all these 
cages were that the major interest 
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in ownership and effective control 
in such companies would be in the 
hands of Indians; Indians would 
be trained in the respective indus- 
tries at their principal factories 
in India or abroad. Other consi- 
derations were that the companies 
must have definite ‘manufacturing 
programmes and that the foreign 
participants should fully co- 
operate with the Indian firms in 
giving them technical assistance”. 
The capital contribution by 
foreigners was both in the shape 
of cash and plant and machinery. 


“A % * 


The Minister of Finance in a 
written answer to a question 
stated that for the time being ‘the 
Government had no intention of 
increasing the number of members 
of the Income-tax Investigation 
Commission. 


* + 3 * 


The Minister of Finance gave a 
negative reply to the question 
whether it was a fact that Gov- 
ernment were not proceeding on 
with the Estate Duty Bill. 


* * * 


In a written answer to a ques- 
tion the Minister of Finance said: 
“The total amount of income-tax 
collected in PEPSU since integra- 


Budget of U.S.A. 


Mr. John Synder, Secretary of 
the ‘Treasury stated that the 
United States achieved a budget 
surplus of about 3,510 million 
dollars for the fiscal vear 1950-51. 
This was in contrast with the 
deficit of over 8,122 million dollars 
for the fiseal year 1949-50. Mr. 
Synder said that the Government 
was “faced with the prospect of a 


tion on 18th April, 1950 and upto 
the 28th February, 1951 was 
about Rs. 25 lakhs. In 1949-50 
the tax was collected by the'State 
Government and not by the Gov- 
ernment of India.” : 


E ao. + 


In a written answer to a ques- 
tion, the Minister of Finance stat- 
ed that there were 22 foreign 
banks carrying on business in 
India with 74 offices and that’ 51 
Indian bdénks had 168 offices in 
foreign countries. 


BILLS & ACTS, 
Stock Exchange Reform. 


The Gorwala Committee in 
their report on the draft Bill to 
regulate stock markets in India 
have recommended that Govern- 
ment control should be imposed 
on all stock exchanges to a greater 
extent than it is at present. At 
present the Bombay Stock Ex- 
change is subject to some Govern- 
ment control but the other ex- 
changes in India are not control- 
led by Government to any extent. 
The committee have recommended 
that all stock exchanges should 
apply to the Government for re- 
cognition and all unrecognised ex- 
changes should be prohibited. Al] 
transactions in shares should be 
put through recognised exchunges. 


(B) 


NEWS AND NOTES 


budget deficit of approximately 
10,000 million dollars in the fiscal 
year 1951-52 unless approximate 
new taxes are enacted as soon es 
possible.” 


+ i" * 
Import and Distribution of Gold 
in Ceylon. 


The Central Bank ef Ceylon has 
taken over the responsibility for 
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There should be two nominees of 
the Government in the board of 
management of every stock ex- 
change. All the Bye-laws of the 
stock exchanges should be subject 
to previous approval of the Gov- 
ernment and the Government 
should have the right to modify 
the bye-laws if it is considered 
necessary to do so in public inter- 
est. On- the question whether 
blank transfers of shares should 
be abolished or not, there is dif- 
ference of opinion among the 
members. 


Income-tax Amendment Bill. 


Mr. Mahavir Thyagi, Minister 
of State for Finance is reported 
to have stated that the Govern- 
ment have decided not to place the 
proposed Income-tax Amendment 
Bill before the coming session of 
the Parliament as in a people’s 
Government like theirs they could 
not hurry a Bill of taxation 
through Parliament without 
giving the publie the fullest op- 
portunity of appreciating the 
effect of the new amendments. 
Mr. Thyagi is reported to have 
said: “This being the last session 
of the present Parliament the Bill 
will now lapse and thus it will be 
left to the newiy elected Parlia- 
ment to draft it anew.” 


importing and distributing gold. 
The Central Bank will sell gold to 
dealers at the market price and 
not at the monetary value. This 
measure is intended to check black 
market activities in gold which it 
is said, have sent up the price of 
gold to Rs. 100 per sovereign 
weight although the landed cost 
is only Rs. 50, 
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Exchange Contrel in Ceylon. 


A report has appeared in the 
Press that the Central Bank of 
Ceylon is against permitting any 
foreign bank to open branches in 
Ceylon. The authorities are how- 
ever unable, on account of some 
legal difficulties, to prevent any 
commercial bank from opening a 
branch, but the Government can 
refuse to recognise such a bank 
as an authorised agent for the 
purpose of exchange control 
matters. . 


a 4 * 


The U.S.A. Investments Abroad. 


In a memorandum to the United 
Nations, the Government of the 
U. 5. A. have suggested that 


countries wishing to attract 
private capital should  pro- 
mise foreign investors ‘“reason- 


able freedom” to run their enter- 
prises, enter into treaties to avoid 
double taxation and revise domes- 
tic laws deterring the inflow of 
private capital. 


x 'F * 


Taxation Enquiry Committee. 


It is reported in the Press that 
the appointment of a Taxation 
Enquiry Committee is understood 
to be under the active contempla- 
tion of the Government of India. 
It is said that as a preliminary to 
this, steps are being taken to 
collect relevant statistical data. 
The burden of taxation, including 
Central State and local imports 
and the manner in which the 
burden is distributed over differ- 
ent sectors of population and 
whether they are equitable and in 
accordance with sound canons of 
public finance are all expected to 
come’ within the scope of the 
enquiry. 


Further Concession to Income-tax 
Assessees. 


It is reported in the Press that 
besides the concessions announced 
by the Government of India in last 
May limited to cases of arrears of 
tax, the Government have now de- 
cided that assessees who are not 
in arrears in the payment of tax 
may also bring into books un- 
accounted cash without any fear 
of penalty or prosecution or 
further taxation subject to the 
following conditions: 


(1) The cash is brought into 
the books before August 31, 1951. 


(2) Intimation of the amount 
of cash introduced is sent simul- 
taneously to the Income-tax Off- 
cer concerned. 


(8) The amount of cash that 
will be exempt from taxation is 
to the extent of the intangible 
edditions made in the immediate- 


ly preceding three completed 
assessments. 
(4) The cash so introduced 


will be treated on the same footing 
as if it were a tart or the whole, 
as the case may be, of voluntary 
or quasi-voluntary disclosure. As 
the last date for voluntary and 
quasi-voluntary disclosures has 
been fixed as August 31, 1951, the 
same date has to be taken for 
bringing in cash under this addi- 
tional concession. 


(5) If there is any appeal, re- 
vision or- reference application 
pending in respect of such intan- 
gible additions, ij, has to be with- 
drawn. 


(6) If there are any penalty 
proceedings pending in respect of 
such intangible additions, the 
mitigating circumstances indicat- 
ed by the disclosure will be taken 
into account and a very lenient 
view will be taken: but -any 
penalty already imposed will -not 
be remitted. 
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(7) If the cash introduced ex- 
ceeds the intangible additions 
made in the immediately preceding 
three completed assessments, such 
excess will be treated as if it were 
a part or the whole, as the case 
may be, of a voluntary or quasi- 
voluntary disclosure in respect of 
income which has escaped assess- 
ment, and will be charged to tax 
accordingly subject to the conces- 
sional treatment available for such 
disclosures. 


* a 4 
Limitation of Dividend in Britain. 


To check. inflation, the British 
Government have announced that 
companies will have to peg their 
dividend payments at the average 
of what they distributed in the 
last two years. 


me “a + 


Disclosure of Sales Figures. 


Mr. W. Blackie of Caterpillar 
Tractor Co. in U.S.A. in a letter 
to The Accountant has contrasted 
the common American practice of 
willingly reporting sales figures in 
financial statements with the more 
general British refusal to disclose 
such figures, He says that infor- 
mation about the volume of sales 
is necessary for properly inter- 
preting financial statements. The 
ratio of profit to sales which ex- 
presses both factors in terms of 
current money values is, accord- 
ing to him, one of the most valued 
tools of analysis in these days of 
rapid changes in the value of 
money. The British conipanies do 
not report sales publicly because 
they are not required by regula- 
tions to do.so and not because thev 
fear divulging information to 
competitors. It is not uncommon 
practice for British companies to 
report their sales statistics and 
sometimes even their costs to in- 
dustrial associations including 
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their competitors. Mr. Blackie 
_states that the reporting of sales, 
instead of doing harm, acts as a 
stimulating influence in creating 
constructive competition — the 
kind which induces the creation of 
more better goods for an expand- 
ing economy. 


The Accountant states that a 
very large number of British com- 
panies have unlocked the door to 
information on sales figures by 
giving an analysis of the £1 of 
sales—“cake-cufting”, as it is 
called. The proportion of each 
£1 of sales that goes in taxation, 
depreciation, reserves, dividends 
and any other item shown in the 
accounts, are given from which 
total sales can be cay ascertain- 
ed. 


Refund of E.P.T. Deposits. 


A Press Note issued by the 
Ministry of Finance says: In a 
Press Note issued on June 10, 
1951 the Government of India an- 
nounced certain concessions re- 
garding the refund of deposits and 
the repayable part of Excess Pro- 


Mr. Uttamchand S. Shah, 


Bombay writes as follows: 


With reference to the query 
raised by Mr. Ramesh Chandra 
S. Gandhi in the June issue of the 
Bulletin, my opinion is as under: 
Under Section 76 of the Indian 
Companies Act, 1913, every com- 
pany must hold a general meeting 
of the members of the company 
within statutorily laid down 
period in the said section. It is 
not obligatory that in this annual 
general meeting held, the audited 
Balance Sheet and Profit and Loss 
Account be laid before the share- 


~ 


fit Tax, before they normally fall 
due to enable assessees to reduce 
their bank overdraft or loan or to 
discharge their other business lia- 
bilities to the extent of half of 
such overdraft, loan oF liabilities. 
The expression, “other liabilities”, 
includes also taxation liabilities. 
In respect of taxation liabilities 
only, the Government of India 
heve further decided that the 
limit of one-half would not apply. 
This would assist assessees to dis- 
charge their taxation liabilities in 
full. 


The form of application for 
refunds (E.P—4—17) has been 
suitably amended to provide for a 
claim of refund being made for 
the purpose of reducing bank 
overdraft or loan or discharging 
“other liabilities” (to the extent 
permissible) which existed on 
June 10, 1951. In the case of a 
claim for the purpose of meeting 
taxation liabilities, all that is 
necessary for the assessee to do 
is to fill in the prescribed form 
(E.P.—4—17) and send it to the 
Excess Profits Tax Officer autho- 
rising him to adjust the refund 
due against the outstanding de- 
mand. 


MEMBERS’ QUERIES. 


holders. Further under this sec- 
tion the Registrar has no power 
to grant any extension for holding 
annual general meeting. 


Under Section 181 of the Indian 
Companies Act, 1913, the General 
Meeting of the members should be 
held within the period statutorily 
laid down in the said section. 
Before the General Meeting held 
under this section, the audited 
Balance Sheet and Profit and Loss 
Account or Income and Expend)- 
ture Account must be laid before 
the members for their. approval. 


August, 1951. 


Where the refund is required 
for provision or replacement of 
buildings, machinery or plant for 
the development of re-equipment 
of business, a certificate from the 
Ministry of Commerce and Indus- 
try will be required as usual, but 
no such certificate will be required 
if the refund is required for the 
reduction of bank overdraf; loan 
taxation, or other liabilities. 


Assessees may obtain applica- 
tion forms from the Excess Profits 
Tax Officer of the district or circle 
where they have been assessed to 
Excess Profits Tax. 


‘k * + 


Sales Tar. 


In exercise of the powers con- 
ferred by the Section 2 of the Part 
C States (Laws) Act, 1950 (XXX 
of 1950), the Central Govern- 
ment has by order S.R.O. 1038 
dated 8rd July, 1951 extended to 
the, State of Manipur the Assam 
Sales Tax Act, 1947 (Assam Act 
XVI of 1947), as in force in the 
State of Assam on the said date 
subject to certain modifications 
specified in the order. 


The General Meeting held 
under Section 131 is merely the 
General Meeting of the share- 
holders whereas the General Meet- 
ing of the members held under 
Section 76 is the Annual General 
Meeting. . 


Hence it is quite clear and ex- 
plicit that the two sections are 
quite different of each other and 
the. two meetings under the said 
two sections are quite different. 


k*k á. * * 


Mr. Malhan, M.A., A.C.A; of 
Calcutta also writes answering 


August, 1851. 


the question of Mr. R. S. Gandhi 
that his views are the same as 
those expressed by Mr. Uttam- 
chand S. Shah. 


't x “te 


Mr. Pyare Lal Sud, Saharanpur 
writes ss follows: 


With reference to the query of 
Mr. Aroodp Lal in July issue of the 
Bulletin has stated that Section 
146 of the Indian Companies Act 
restricts the authority of the 
company to distinguish between 
the rights of different classes of 
shareholders under Reg. 3 of 
Table A, and also guarantees 
some rights to the debenture- 
holders. Section 131 (3) deals 
with the procedure to be followed 
by the Company at the time of the 
general meeting adopting annual 
accounts, whereas Section 146 re- 
lates to certain rights of share- 


Mr. Ramesh Chandra Bhar- 
gava, A.C.A., Chartered Account- 
ant, Lucknow writes agreeing with 
the views of Mr. R. K. Srinivasan 
of Calcutta published in May 
1951 Bulletin that the exemption 
should be given from First Exa- 
mination only to those commerce 
graduates who have secured 50% 
minimum marks in degree exami- 
nation. He says that even this 
should be granted only on consi- 
deration of merits of each exami- 
nation and not generally. He goes 
to say that the operation of Neo 
Gresham Law can only be avoided 
by abolishing the exemption for 
the first examination completely 
and if. necessary to hold prelimi- 
nary examination to distinguish 
the under-graduates, graduates 
and commerce graduates. This 
examination may be as that of 
pre-medical test consisting of four 
papers of four hours duration 


holders and  debenture-holders, 
which can be enforced at all times. 


Regulation 108 is in no way 
contradictory to the Act or Reg. 
106. It simply aims at more ex- 
peditious conduct of business 
within the maximum time allowed 
for the purpose. 


Mr. R. V. Subramaniam, Char- 
tered Accountant, Andersonpet 
P.O., K.G.F. writes: With refer- 
ence to the query raised by Shri. 
N. Sampath, Coimbatore, I am of 
opinion that it is not a breach of 
professional propriety for the re- 
tiring auditors of a company to 
offer themselves for re-appoint- 
ment. Incidentally I would point 
out that it is wrong to call it as 
“re-election”; for, auditors are 
appointed and not elected. The 
retiring auditor is in a privileged 
position under the provisions of 


CORRESPONDENCE 


covering principles of accounting, 
Commercial Arithmetic, General 
Commercial Knowledge and Eng- 
lish. He feels that the introduc- 
tion of English paper is a dire 
necessity in view of the technica- 
lities of the profession which 
cannot be trans-literated into 
Hindi. He concludes by saying 
that the standard of examination 
should be maintained and not 
lowered simply for the sake of 
numbers. 


rt * * 


Mr. K. L. Agarwal of Agra 
writes referring to the Bill No. 56 
to amend the Indian Income-tax 
Act, 1922 introduced in Parlia- 
ment on 6th June 1951. He has 
referred in his letter to ihe views 
expressed by the Committee of the 
Indian Chamber of’ Commerce in 
a communication to the Central 


+ 
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the Companies Act. Under the 
English Law for instance, a reti- 
ring auditor is re-appointed ipso 
facto, if he is not removed by the 
members. 


There seems to be a confusion 
about the word “offer” with the 
word ‘solicit’? which occurs in 
clause (e) of the schedule under 
section 22 of the Chartered 
Accountants Act, 1949. The pur- 
pose of the words “offer them- 
selves for re-appointment” is to 
convey to the members that the 
auditor who retires is willing to 
serve if he is reappointed. It must 
be understood that the retiring 
auditor does not ‘solicit’ the pro- 
fessional work in which he is 
already engaged and the appoint- 
ment of auditors by a company 
annually is only to facilitate their 
removal, if the members deem it 
fit. 


Government mentioned that while 
the Bill has drawn freely on the 
provisions of the taxation laws of 
the U.K., Australia and Canada, 
it had not considered the reliefs 
provided to the assessees under 
those laws and that the penal 
clauses in the Bill were unduly 
harsh considering the simple 
nature of some of the offences. He 
concludes his letter hoping that 
the Council of the Institute of 
Chartered Accountants of India 
will associate themselves with the 
views expressed by various Cham- 
bers of Commerce and make re- 
presentation to the Central Gov- 
ernment for postponing the con- 
sideration of’ the Bul till such 
time as the high power commis- 
sion appointed to investigate into 
the economic structure of the 
country has made its recommen- 
dations after eliciting public 
opinion. 
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Shri Shadi Lall Batra (Regis- 
tration No. 1318) practising in 
the firm name of Batra & Co. has 
, changed his office from 6104, 
Paharidhiraj, Delhi to 20/21, 
Basti Har Phool Singh, Sadar 
Bazaar, Delhi. 


2 “a Yi 


Messrs. Dafria & Co., Indore 
have shifted their office to Basant 
Nivas, Nasia Road, Indore. 


+ * * 


Mr. G. K. Joglekar, G.D.A.,, 
A.C.A., has joined the firm of 
Messrs. G. M. Oka & Co, as a 
partner with effect from 15th June 
1951 and his address hereafter 
will be 180, Budhwar, Puona-2. 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative as the re- 
solutions of the Council would be. 


- PERSONAL NOTES 


Shri R. N. Kapur, A.C.A. 
(Membership No. 1696) has 
resigned his appointment with 
Messrs. Bird & “Co and F. W. 
Heilgers & Co., Ltd., and joined 
Messrs. Burmah-Shell Oil Storage 
and Distributing Company of 
India Ltd., Calcutta. 7 


Hr ‘A n 


Mr. W. Stuart Smith (Register 
No. 1874) advises that his address 
from ist August 1951 will be 
C/o Parry & Co., Ltd, “Dare 
House”, Madras-1. 


um $ w 


Shri R. N. Rudra (Membership 
No. 865) has shifted his office 
from Hazaribagh to Patna and 
his new address is “R. N. Rudra, 


BUSINESS NOTICE 


Every effort will be made to 
tost a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 


August, 1951. 


B.Com., A.C.A.. Messrs. R. N. 
Rudra & Co., Chartered Account- 


ants, Grand Hotel Buildings, 
Fraser Road, Patna.” 
"4 1a * 


Sri A. Ramaswamy Iyer, B.A., 
G.D.A., A.C.A. (Register No. 
479) advises that his address 
from ist August 1951 will be 
“Qureshee House”, Azad Road, 
Karur P.O. (Tiruchirapalli). 


+ ne h 


Sri K. S. Sambiah, G.D.A,, 
F.C.A. (Membership No. 308) 
advises that his address from ist 
August 1951 will be “Qureshec 
House”, Azad Road, Karur P.O. 
(Tiruchirapalli). 


ments, New Delhi, and all com- 
munications relating to matters 


to be published in the Bulletin, ` 
such as correspondence, articles 


and personal notes’ ‘should 
be addressed to the Editor, Post 
Box No. 1354, MADRAS—1. 
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EDITOR’S NOTES 


The Indian Companies Amend- 
ment Ordinance, 1951 promulgated 
by the President to amend the 
Indian Companies Act, 19138, has 
now been replaced by an Act of 
Parliament. The Act will be 
published in the next issue of the 
Bulletin. 

* * x 

An additional telephone has 
been installed in the ofñce of the 
Institute of Chartered Account- 
ants of India, New Delhi. Those 
who require any information from 
the office should ring up 45691. 
Only when they desire to talk to 
the Secretary himself, they should 
ring up 44146. 


« % * 


The attention of the members 


‘ ig-invited to the new Regulation 
42.B providing for registration of 


“er 


audit service of Matriculates who 
had joined prior to lst October, 
1945 and of those who had either 
completed or terminated their 
audit service prior to 26th May, 
1950 when Regulation 42-A came 
into force. They are requested 
to have the service of the audit 
clerks who come under the two 
categories mentioned above regis- 
tered immediately. 


4 j * x 


It is with regret that we have 
to notify the resignation of Dr. 
Tarachand, Secretary, Ministry of 
Education, Government of India, 
due to pressure of work. The 
Government have advised the 
Council that they have been 
pleased to nominate Mr. P. C. Das 
Gupta, Controller of Commercial 
Audits as a member of the Council 
under Section 9 (2) (b) of the 
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Chartered Accountants Act, vice 
Dr. Tarachand. 


* + * 


'The printing of the Year Book 
for 1951, which includes, in addi- 
tion to the list of members given 
alphabetically as wel as topogra- 
phically, the Chartered Account- 
ants Act and Regulations correct- 
ed up to 81st March, 1951 and the 
second annual report of the 


Council and the accounts of the 
Council for the year ended 3ist 
March, 1951, are complete and it 
is hoped this would be in the 
hands of the Mempers before this 
Bulletin reaches them. 


al z a 


ATTENTION OF THE 
MEMBERS IS DRAWN TO THE 
FACT THAT IN THE YEAR 
BOOK FOR 1951 THAT IS 
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BEING DESPATCHED TO ALL 
OF THEM, THE AMEND- 
MENTS TO THE REGULA- 
TIONS GIVEN EFFECT TO 
SUBSEQUENT TO ist APRIL, 
1951 ARE ENCLOSED AS A 
SEPARATE LOOSE BOOKLET 
IN THE YEAR BOOK ITSELF 
PRINTED ON ONE SIDE ONLY 
SO’ THAT IT COULD BE CUT 
AND PASTED AT THE APPRO- 
PRIATE PLACES. 


NOTIFICATIONS BY THE COUNCIL 


No. 3-CA (1775)/50, New Delhi, . 


‘the 2nd August, 1951. 


In pursuance of Regulation 12 








of the Chartered Accountants 
Regulations, 1949, it is hereby 
Ra eT eee = 
© No. 

1775 





No. 18-CA (4)/51, New Delhi, 


the 6th August, 1951. 


With reference to the Notifica- 
tion of Government of India, 
Department of Commerce, No. 
12-A (2)/388 dated the 24th 
September, 19388, it is hereby 
notified that in exercise of the 
powers conferred by Regulation 
13 of the Chartered Accountants 
Regulations, 1949, the Council of 
the Institute of Chartered Ac- 
countants of India is pleased to 
restore to the Register of Mem- 
bers with effect from the 6th day 
of August, 1951, the name of Shri 
Ambalal Harjiwandas Thakkar, 
G.D.A., William Street, Kampala, 
Uganda. (Membership No. 2045). 


G. P. KAPADIA, 
” President. 


of Chartered Accountants of India 


notified that in exercise of the 
powers conferred by clause (a) 
of sub-section (1) of section 20 of 
the Chartered Accountants Act, 
1949, the Council of the Institute 


Name 
Caesar Francis Lynn. 
Financial Adviser, 
Port Directorate, 
BASRAH. 


No. 3-CA (1135/50), New Delhi, 
the 9th August, 1951. 


With reference to the Notifica- 
tion of this Institute, No. 12-CA 
(1)/50, dated the 10th October, 
1950, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 13 of the Chartered 
Accountants Regulations, 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to restore to the Register 
of Members, with effect from the 
6th day of August, 1951, the name 
of Shri Rahim Ahmed Jan, ‘F’ 
Block, Connaught Place, Radial 
Road No. 7, New Delhi (Member- 
ship No. 1135). 


G. P. KAPADIA, 


President. 


“Date of 


is pleased to remove the name of 
the following gentleman from the 
Register of Members with effect 
from the date shown against his 
name, namely, 


“Clause of 
removal removal 
1-4-1951 Section 20 (1) (a) 


(at his own request) 


G. P. KAPADIA, 
President. 


* ad * 


No. 48-CA (1)/51, New : Delhi, 
the 18th August, 1951. 


In pursuance of sub-section (1) 
of Section 18 of the Chartered 
Accountants Act, 1949, (XXXVITI 
of 1949), the Council of the Insti- 
tute of Chartered Accountant of 
India is pleased to accept the 
resignation of Dr. Tara Chand, 
M.A., D. Phil. (Oxon.) from the 
membership of the Council of this 
Institute with effect from 18th 
August, 1951. 


G. P. KAPADIA, 
President 


a * * 
No, 12-CA (1)/51, New Delhi, 
the 21st August, 1951. 


In pursuance of Regulation 12 
of the Chartered Accountants Re- 


Supplement to the October 1951 issue of the Bulletin. 


THE INSTITUTE OF 


CHARTERED ACCOUNTANTS OF INDIA 


NOTIFICATION 
(Chartered Accountants) 


No. 1-CA (2)/51. In pursuance 
of clause (ii) of Regulation 62-H 
of the Chartered Accountants Re- 
culation, 1949, the Council of the 
Institute of Chartered Accountants 
of India is pleased to notify that 
a Regional Council be formed for 
each of the following regions, viz. 


1. Region I: Comprising of the 
States of Bombay, Saurash- 
tra and Kutch. 


2. Region IJ: Comprising of the 
States of Madras, Travan- 
eore-Cochin, Mysore, Hy- 
derabad and Coorg. 


8. Region III: Comprising of 
the States of West Bengal, 
Assam, Orissa, Manipur 
and Tripura. 


4. Region IV: Comprising of the 
States of Uttar Pradesh, 
Bihar, Madhya Pradesh, 
Bhopal, Rajasthan, Vindhya 
Pradesh and Madhya 
Bharat. 


5. Region V: Comprising of the 
States of Delhi, Punjab (1), 
Ajmer-Merwara, Himachal 
Pradesh, Patiala and East 
Punjab States Union. 


and to make the following Bye- 
laws, Viz. 


‘A—GENERAL 


1. Short Title: These Bye-laws 
may be called Chartered 
Accountants Regional Coun- 
cil Bye-laws. 


2. In these Bye-laws unless 
there is anything repugnant 
in the subject or context :— 


(i) “Central Council” means 
the Council of the Insti- 
tute of Chartered Ac- 
ecountants of India. 


(ii) “Regional Register” means 
the Register of Members 
maintained by the res- 
pective Regional Council 
containing the names of 
the members of the Insti- 
tute whose professional 
address is included in the 
area of the respective 
region. 


(iii) The definition of words 
given in the Chartered 
Accountants Act, 1949, 
and Chartered Account- 
ants Regulations, 1949, 
shall apply to these Bye- 
laws also. 


B—TITLE EXTENT AND 
COMMENCEMENT 


8. The Regional Councils shall 
be known by the names of Bombay 
Regional Council, Madras Regional 
Council, West Bengal Regional 
Council, Uttar Pradesh Regional 
Council and Delhi Regional 
Council. 


4. (i) The Bombay Regional 
Council shall extend to 
the States of Bombay, 
Saurashtra and Kutch 
or the constituency as 
may from time to time 
be specified by the 
Central Government 
under sub-clause 2 (a) 
of Section 9 of the Act, 
which includes the State 
of Bombay. 


(ii) The Madras Regional 
Council shall extend to 


-the States of Madras, 


(iii) 


(iv) 


(v) The Delhi 


-~ 


Travancore-Cochin, My- 
sore, Hyderabad and 
Coorg, or the consti- 
tuency as may from time 
to time be specified by 
the Central Government 
under sub-clause 2 (a) 
of Section 9 of the Act, 
which includes the State 
of Madras. 


The West Bengal Re- 
gional Council shall ex- 
tend to the States of 
West Bengal, Assam, 
Orissa, Manipur and 
Tripura, or the consti- 
tuency as may from time 
to time be specified by 
the Central Government 
under sub-clause 2 (a) 
of Section 9 of the Act, 
which includes the State 
of West Bengal. 


The Uttar Pradesh Re- 
gional Council shall ex- 
tend to the States of 
Uttar Pradesh, Bihar, 
Madhya Pradesh, Bho- 
pal, Rajasthan, Vindhya 
Pradesh and Madhya 
Bharat, or the consti- 
tuency as may from time 
to time be specified by 
the Central Government 
under sub-clause 3 (a) 
of Section 9 of the Act, 
which includes the State 
of Uttar Pradesh. 


Regional 
Council shall extend to 
the States of Delhi, Pun- 
jab (1), Ajmer-Merwa- 
ra, Himachal Pradesh, 
Patiala and East Punjab 
States Union or the 
constituency as may 
from time to time be 
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specified by the Central 
Government under sub- 
clause 2 (a) of Section 
9 of the Act, which in- 
cludes the State of 
Delhi. 


(vi) The area covered by 
these constituencies shall 
for brevity be called 
Bombay Region, Madras 
Region, West Bengal Re- 
gion, Uttar Pradesh Re- 
gion and Delhi Region, 
respectively. 


5. These Bye-laws shall come 
into force on such date as the 
Central Council may, by notifica. 
tion in the Gazette of India, ap- 
point in this behalf and different 
dates may be appointed for differ- 
ent Regions and for different 
` provisions of these Bye-laws. 


6. If any difficulty arises in 
giving effect to any of the provi- 
sions of these Bye-laws, the Central 
Council may, by notification in the 
Gazette of India, make such provi- 
sions or give such directions as 
appear to be necessary for the 
removal of the difficulty. 


C—DUTIES AND FUNCTIONS 


7. The functions of the Re- 
gional Councils are expected to 
develop in course of time but to 
begin with they will be entrusted 
with the following functions and 
duties :— 


(i) To provide facilities for 
intercourse among mem- 
bers of the Institute in 
the respective region by 
regular meetings, 
arrangement of talks and 
lectures and for the ac- 
quisition and dissemina- 
tion of useful information 
in connection with the 
profession of Account- 
ancy. 


(ii) To advise the Central 


(ili) 


(iv) 


M 


(v 


(vi) 


(vii) 


(viil) 


Council on all matters 
referred to it by the said 
Council and to offer such 
other help as may be 
required. 


To make representations 
to the Central Council in 
connection with matters 
of professional and. busi- 
ness interest in the region 
and to offer suggestions 
for the amendment of the 
Chartered Accountants 
Act and Chartered Ac- 
countants Regulations, 
1949, and these Bye-laws 
for raising the standard 
and status of the profes- 
sion. 


To maintain a Regional 
Register of Members, the 
Register of Members en- 
titled to train Articled 
Clerks, and the Registers 
of Articled Clerks and 
Audit Clerks in the res- 
pective region. 


To supply routine infor- 
mation to members or to 
the prospective candi- 
dates for 

examinations. 


To propagate among the 
members the advisability 
and the necessity of 
observing the rules of 
professional etiquette and 
the provisions of the 
Chartered Accountants 
Act and the Regulations 
made thereunder. 


To collect news from the 
members of the profes- 
sion for publication in 
the Council Bulletin o) 
Journal, if necessary. 


To enquire whether any 
institute, which has ap- 
plied for recognition of 
conducting classes for 
the Chartered Account- 


articles or, 


UX) 


(x) 


(xi) 


(xii) 


(xiii) 


(xiv) 


(xv) 
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ants course, is fil to per- 
form such services and 
to forward its opinion to 
the Central Council. 


Fo recommend on their 
own motion, or on a 
reference by the Central 
Council, names for inclu- 
sion in the panel of 
examiners. 


To consider and recom- 
mend to the Central 
Council books which may 
be considered useful for 
candidates intending to 
appear for the First and 
Final Chartered Ac- 
countants Examination. 


To arrange, if found 
practicable, for coaching 
candidates for the afore- 
said examinations in the 
various centres of the 
region. 


To gather materials from 
the various departments 
of the Government in all 
the States within: the 
Region for the purpose 
of enlisting their support 


. in the furtherance of the 


interests of the members 
of the Institute. 


To run study circles with 
different sub-committees 
or branches for Auditing, 
Income - tax, Company 
Law, Estate Duties, 
Costing, Sales-tax, ete. 


To constitute a perma- 
nent research sub-com- 
mittee for carrying out, 
guidance and encourage- 
ment of research by mem- 
bers in various topics of 
interest to the profession. 


To maintain a most up- 
to-date and well-equipped 
library and reading room 
for the use of the mem- 
bers. 


os “rn 
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(xvi) To hold annual refresher 
course camps at suitable 
places for the benefit of 
the members. 


To maintain an Emivy- 
ment Exchange for secur- 
ing suitable employment 
for qualified accountants 
and findings suitable 
qualified accountants for 
employers. 


(xvii) 


To organise a student 
section for the benefit of 
the Articled Clerks and 
Audit Clerks preparing 
for the Institute’s exa- 
minations. 


(xviii) 


To carry out such other 
functions as may be en- 
trusted from time to lime 
to the respective Regional 
Councils by the Central 
Council. 


(xix) 


D—ADMISSION ON THE 
REGIONAL REGISTER 
AND FEES. 


8. The names of all the mem- 
bers of the Institute in the respec- 
tive region shall be entered on the 
Regional Register maintained by 
the respective Regional Council. 


9. Every member referred to 
in (8) above shall pay an Annual 
Subscription of Rs. 5 to the 
Central Council, which will be- 
come due and payable on ist of 
April in every year. The amount 
so collected shall be transferred 
to the respective Regional Coun- 
cils by the Central Council. 


E—REMOVAL FROM THE 
REGIONAL REGISTER 


10. The name of a member 
which has been removed from the 
‘Register of Members maintained 
` by the Central Council shall ipso 
facto be removed from the rela- 


tive Regional Register and he shall 
also cease to be a member of the 
\tegional Council, if he happens 
to be there. 


F—CONSTITUTION OF 
REGIONAL COUNCILS 


11. Each Regional 
shall consist of :— 


(i) All elected members of the 
Central Council from 
the 1espective region. 


(ii) Persons elected by the 
members of the Jnsti- 
_ tute in the respective 
region and whose names 
are entered in the res- 
pective Regional Regis- 

ter. 


Council 


G—ELECTION TO THE 
REGIONAL COUNCIL 


12. Al members of the Insti- 
tute in the respective region whose 
names appear in the Regional 
Register at least 6 months before 
the date of election shall be eligi- 
ble to stand for election and vote 
at the election, provided that they 
shall have paid the annual subs- 
cription due. 


18. A member of the Institute 
in the respective region whose 
name stands removed from the 
Register of Members maintained 
by the Central Council on the date 
of election shall not be eligible 
either to vote or stand in the elec- 
tion notwithstanding the fact that 
his name has been published in 
the list of voters, if any. 


14. Every person standing for 
the election to the respective Re- 
gional Council shall pay a fee of 
Rs. 50 to the Central Council. 


15. The proportion of elected 
seats on the Regional Council shall 
be one seat for every fifty members 
of the Institute in the respective 
region, entitled to vote and stand 
for election. 
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Provided however that there 
shall be at least five elected mem 
bers in each Regional Council. 


16. The election to the Re- 
gional Council shall be conducted 
by the Central Council in the 
manner as it may specify in that 
behalf. 


17. Where any dispute arises 
regarding any election to any of 
the Regional Councils, the matter 
shall be referred within two 
months from the date of election 
to the President of the Central 
Council and his decision shall be 
final. 


18. Subject to the above pro- 
visions, the rules regarding the 
election prescribed in Chapter V 
of the Chartered Accountants Re- 
gulations, 1949, as far as possible, 
will be applicable to the election 
to the Regional Councils. 


Notwithstanding anything 
contained in the Chartered Ac- 
ecountants Regulations and ' these 
Bye-laws, the election to the 
Regional Council shall be made 
direct by ballot or by poll at as 
many centres as exigencies of the 
number of members may require 
and as the Central Council may 
deem fit. Provided, however, that 
where there is no polling centre 
within a radius of twenty miles 
from the registered address of the 
member, he shall be allowed to 
vote by post. 


Provided that the above Bye- 
laws shall not apply to the first 
election to the Regional Council, 
for which separate set of Bye-laws 
shall be notified in the Gazette of 
India by the Central Council. 


19. (a) Any member of the 


‘Regional Council may at any time 


resign his membership by writing 
under his hand addressed to the 
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Chairman of the Regional Council 
concerned and the seat of such 
member shall become vacant when 
such resignation is notified in the 
Gazette of India. 


(b) If an elected member of 
the Regional Council is elected to 
the Central Council in the course 
of the normal period of the 
Regional Council, such member 
shall cease to be an elected member 
of the Regional Council and the 
vacancy so caused may be filled 
up by election. 


(c) Any casual vacancy in 
the Regional Council shall be filled 
up by a fresh election and the 
person so elected shall hold office 
until the dissolution of the 
Regional Council. 


(d) No act done by the 
Regional Council shall be called in 
question on the ground merely of 
the existence of any vacancy in or 
defect in the constitution of the 
Regional Counil, 


H—OFFICE-BEARERS 


20. Each of the Regional 
Councils at its first meeting and 
then at the first meeting of the 
Regional Council after the Annual 
General meeting of the Regional 
Constituency, shall elect such of 
its members to be respectively the 
Chairman, the Vice-Chairman, the 
Secretary and the Treasurer 
thereof and so often as any of 
these offices becomes vacant, the 
Regional Council shall choose 
another person from among them- 
selves to hold that office. 


Provided that on the first 
constitution of the Regional 
Council, a member of the Central 
Council belonging to the particular 
region nominated in this behalf by 
the Central Council shall discharge 
the functions of the Chairman 
_ until such. time.as the Chairman is 
elected under the provisions of 
bhese Bye-laws. - 


Provided further that on the 
first constitution of the Regional 
Council, any member of the 
Regional Council nominated by the 
President shall discharge the 
functions of the Secretary until 
such time as the Secretary is 
elected under the provisions of 
these Bye-laws. 


21. The Chairman of the Re- 
gional Council shall be the Chief 
Executive Authority of the Re- 
gional Council. 


22. The Secretary shall be 
responsible for the performance 
of general duties of the office of 
the Regional Council under the 
guidance of the Chairman or in 
his absence the Vice-Chairman. 
The Secretary may act as Trea- 
surer also. 


28. The Treasurer shall cause 
true accounts to be maintained of 
the monies received and expended, 
and the manner in respect of such 
receipt and expenditure taken 


place and of the assets and 
liabilities. 
24, The said _ office-bearers 


shall hold office until the frst 
meeting of the Regional Council 


_ after the Annual General Meeting 


of the Regional Constituency. 


25. The retiring office-bearers 
will be eligible for re-election to 
any of the offices of the Regional 
Council if they continue to be 
members in the constituency con- 
cerned. 


J—FINANCE AND ACCOUNTS 


26. Each Regional Council 
shall be self-supporting by impos- 
ing financial obligation on the 
members of the respective region 
with a grant-in-aid from the 
Central Council, if possible, and 
shall not borrow or obtain credit 
without a sanction previously 
obtained from the Central Council. 
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It may prescribe such further fees 
for particular activities for parti- 
cipating members. 


27. The funds of the Regional 
Council shall be employed for such 
purposes as may from time to 
time be sanctioned by the Regional 
Council. Provided that no funds 
thereof shall be applied either 
directly or indirectly for payment 
to the members of the Institute 
except for purposes of business 
of the Institute in the region 
concerned. 


28. The accounts of the Re- 
gional Council, as maintained by 
the Treasurer, shall be audited 
every year by a Chartered Ac- 
countant or a firm of Chartered 
Accountants appointed by the 
Regional Constituency at its 
Annual General Meeting and the 
accounts together with the audit 
report and the report of the 
Regional Council shall be sent to 
the members in the respective 
regions at least 14 days before the 
date of the Annual General Meet- 
ing of the Regional Constituency 
and shall be placed for adopting 
before the Annual General Meet- 
ing of the Constituency. The year 
will be from Ist April to S8ist 
March of the next year. 


Provided that the auditors 
for the first year shall be appoint- 
ed by the Regional Council. 


29. A copy of the audited 
accounts and the report of the 
Regional Council as adopted by 
the Annual General Meeting shall 
be sent to the Central Council not 
later than one month after the 
date of the Annual General 
Meeting. 


30. The duty of carrying out 
the provisions of these Bye-laws 
is vested in the Regional Council 
and each of the Regional Councils 
is vested with necessary powers 
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for carrying out the objects of 
these Bye-laws. 


81. For this purpose the Re- 
gional Council may appoint such 
staff and servants for the office 
of the respective Regional Council 
as may from time to time be 
decided. 


J—MEETINGS OF THE 
REGIONAL COUNCILS 


82. The Regional Council may 
meet as often as it may think 
necessary for the despatch of the 
business. 


33. The Secretary shall issue 
notice at least 14 days before the 
date of the meeting in writing by 
post to every member of the Re- 
gional Council. The notice shall 
contain the time and place of 
meeting and as far as possible the 
business to be transacted thereat. 


34. The Chairman or any three 
members of the Regional Council 
may ask the Secretary to call a 
meeting on a particular date and 
time. 


35. No business shall be trans- 
acted at any meeting unless three 
members are present in person. 
If this quorum is not present at 
any meeting, it shall stand ad- 
journed sine die. 


36. All decisions at all meet- 
ings shall be taken by a majority 
of votes. In case of equality of 
votes, the Chairman shall have a 
casting vote in addition to his 
original one. 


87. The Chairman or in his 
absence the Vice-Chairman shali 
be the Chairman of every meeting 
of the Regional Council, but if 
both are not present, the persons 
present in the meeting may elect 
one among themselves as Chair- 
man of the meeting. 


K—MEETINGS OF THE 
MEMBERS OF THE REGIONAL 
CONSTITUENCY 


88. The Régional Council may 
summon a meeting of the members 
on the Regional Register as often 
as it may think fit and proper. 


Provided that such a meeting 
shall be called and held at least 
twice in every year. 


89. One General Meeting shall 
be held in the month of September 
every year and that meeting shall 
be called the Annual General 
Meeting. Al] other meetings shall 
be called Extraordinary General 
Meetings. 


40. The Regional Council shall, 
on requisition made in writing 
by at least 20 per cent of the total 
number of members on the parti- 
cular Regional Register or 50 of 
the members of that region, which- 
ever is less, convene an Extra- 
ordinary General Meeting. Any 
such requisition shall specify the 
object for which the meeting is 
called for and shall be signed by 
members making the same and 
shall be delivered at the office of 
the Regional Council. 


Al. On a proper requisition 
made under Bye-law (40) above, 


the Regional Council shall convene. 


an Extraordinary General Meet- 
ing within six weeks after the 


- receipt of such requisition. If the 


Regional Council fails to convene 
the Extraordinary General Meet- 
ing within six weeks after the 
receipt of the requisition, the re- 
quisitionists may themselves con- 
vene a meeting within 8 months 
from the date of the requisition. 


42, At least 14 days notice of 
the meeting specifying the day, 
place and hour of such meeting 
and in case of special business, the 
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general nature of such business 
shall be given. 


43. Every member of the Insti- 
tute on the Regional Register 
shall be entitled to table any pro- 
posals or resolutions for the 
consideration of the meeting of 
the members; Provided such pro- 
posals etc., are received by the 
Secretary of the Regional Council 
at least 20 days before the date 
of the meeting. Any such pro- 
posals received after the pres- 
cribed time will be treated as 
proposals for the next following 
meeting of the members unless 
admitted by the Chairman of the 
earlier meeting. 


44. The business of an Annual 
General Meeting shall be to receive 
the report of the Regional Council, 
to adopt the accounts, to appoint 
Auditors and to transact such 
other business as may be brought 
before the meeting with the per- 
mission of the Chairman. 


45. The Chairman or in his 
absence the Vice-Chairman of the 
respective Regional Council shall 
be the Chairman of the General 
Meetings of the Regional Consti- 
tuency. In the absence of both, 
the members may elect any one 
of the members present as Chair- 
man of the meeting. 


46. Twenty members personal- 
ly present shall form a quorum. 
No business shall be transacted at 
any General Meeting unless the 
requisite quorum be present at the 
commencement of the business. 


47. If within half an hour from 
the time appointed for the meeting 
a quorum is not present, the meet- 
ing, if convened upon such requisi- 
tion as aforesaid, shall be 
dissolved, but in any other case 
shall stand adjourned to the same 
day in the next week at the same 
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time and place and at every such 
adjourned meeting the members 
present, whatever their number, 
shall have power to transact all 
the business which could properly 
have been transacted by the 
original meeting, had the necessary 
quorum been present thereat. 


48. All decisions at all meet- 
ings shall be taken by a majority 
of votes. In case of equality of 
votes, the Chairman shall have a 
casting vote in addition to his 
original one. 


49. No person shall be entitled 
to vote at the meeting of the mem- 
bers of the Regional Constituency 
unless his name is on the respec- 


tive Regional Register and is not 
in default towards payment of his 
annual subscription. 


L—DISSOLUTION OF THE 
REGIONAL COUNCIL 


50. Notwithstanding anything 
contained in these Bye-laws the 
Regional Council shall stand dis- 
solved if :— 


(i) A majority of three-fourth 
of the members on the 
Regional Register pass a 
resolution in’a general 
meeting of the members 
for the dissolution. 


(ii) After giving proper hear- 
ing to the Regional Coun- 
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cil the Central Council 
decides to dissolve the 
Regional Council. 


Subject to the above, the 
duration of each Regional Council 
shall be three years from the date 
of its first meeting after its consti- 
tution on the expiry of which it 
shall stand dissolved and a new 
Regional Council is constituted as 
provided in these Bye-lawa. 


At the dissolution of the Re- 
gional Council, all its property, 
assets, and funds shall vest in the 
Central Council. 


(Sd.) G. P. KAPADIA, 
President. 


ee cae SO mae 
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gulations, 1949, it is hereby noti- 
fied that in exercise of the powers 
conferred by clause (b) of sub- 
section (1) of Section 20 of the 


SI, No. Membership . 
Number 
BY DEATH 


J: 424 Shri P. N. Bhatia, 


Name and Address 


Chartered Accountants Act, 1949, 
the Council of the Institute of 
Chartered Accountants of India is 
pleased to remove the names of the 


9. 1152 
B. Com., 


Secretary, M/s. Braithwaite Burn 


& Jessop Construction Co., Ltd., 


L0. 1373 


P-13, Mission Row Extension, 
P. B. No. 264, CALCUTTA. 


11. 1404 


FOR NON-PAYMENT OF MEMBERSHIP FEES 


2. 674 


Shri V. Balasubramanyam, B.A., 
114, Andar Street, Teppakulam 


1416 


Post, TRICHINOPOLY. 


3. 699 


Shri K. Jukalvi, B.A., LL.B., 


Office of the Registrar of Joint 


Stock Companies, 


United Pro- 18. 1454 


vinces, LUCKNOW. 


4. 844 


Shri A. G. H. Sajun, 


Habib & Co., Patharia Palace, 


Mohammedali Road, BOMBAY-3. 


Shri C. V. Ramanujachari, 


5. 909 


14. 1619 


10, Padmanabhan Street, 


KUMBAKONAM. 
Shri Ashutosh De, 


G. 912 


er 
as 


CALCUTTA. 


Shri M. P. Khare, 
C/o 


919 


58-F, Bechu Chatterjee, Street, 


The Prudential Assurance 


16. 1754 


16. 1861 


Ti; 1882 


Co., Ltd., 8, Netaji Subhash Road, 


CALCUTTA. 
Shri R. P. Sastri, 


8. 969 


18. 1974 


C/o M/s. Lovelock & Lewes, 


+ * * 


The following are the extracts 
from the reports of the examiners 
of the First and Final Chartered 


Accountants Examinations in 
May, 1951: 
First Examination: The ex- 


aminer for paper (i) of Group II 


4, Lyons Range, CALCUTTA. 


* * * 


(Mercantile and Company Law) 
writes: “Some students wrote 
that consideration is not necessary 
for a contract of agency or bail- 
ment. This idea they seem to 


have taken from some notes or’ 


from some lectures. The above 
view is wrong. There is conside- 


Si. No. Membership 
Number 
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following gentlemen, with effect 
from the Ist April, 1951 from the 
Register 


of Members, namely, 


Name and Address 


A ee mmr 


Shri R, W. N. Ferguson, 
C/o Kilburn & Co., 
4, Fairlie Place, CALCUTTA. 


Shri Norman Winter, 
C/o U.N.I.C.E.F., 
19, Phra Atit Road, BANGKOK. 


Shri Harry Taylor, 
C/o M/s. Mackinnon Mackenzie 
& Co., Ballard Road, BOMBAY. 


Shri D. R. Growcott, 

C/o M/s. Shaw Wallace & Co., 
Ltd., 4, Bankshall Street, 

P. B. No. 70, CALCUTTA, 


Shri Mahendra Pratap Singh, 
B. Com., M/s. M. P. Singh & Co., 
4, Raibehari Lal Road, 
LUCKNOW. 


Shri B. Chakravarty, B. Sc., 
5 (A), Ranibhabani Road, 
CALCUTTA-26. 


Shri Prakash Chand Sood, 
Upper Flat, 5-G, Block, 
Connaught Circus, NEW DELHI. 


Shri N. Ramanathan, 
13, Kanda-Puram Street, 
VIRUDHUNAGAR. 


Shri P. K. Basu, 
C/o M/s. P. K. Ghosh & Co., 
17, Mangoe Lane, CALCUTTA. 


Shri M. I. Ahmed, 
Basera, Azampura, 
HYDERABAD (Deccan). 


S. VENKATARAMAN, 
Secretary. 


* ™ * 


ration in every contract of agency 
or bailment.”’ 


Final Examination: The ex- 
aminer for paper (i) of Group I 
(Advanced Accounting) writes: 
“It is surprising that the majority 
could not submit a correct Profit 
& Loss Account and Balance 
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Sheet and indicate profit prior to 
and since incorporation, and pre- 
pare the Cash Account for which 
purpose it was necessary to com- 
pute the amounts received on 
Company’s debtors and paid to 
Comrpany’s creditors and to ven- 
dors on account of his debtors.” 


Question No. 4: “Only six 
examinees gave the correct 
answer and the rest are ignorant 
of the principles to be applied in 
the distribution of surplus in a 
winding up, where the Memoran- 
dum and Articles of Association 
are ‘silent’ or do not specify the 
rights therefor of the various 
classes of Shareholders.” 


Question No. 5: “Although the 
question specifically asked for 
submission of detailed workings, 
majority of those, who submitted 
the answer, hardly gave the 
particulars in a methodical man- 
ner. In arriving at figures for 
items like minority or outside 
shareholders’ interest, Capital 
reserve, profit and loss account, 
goodwill, stock and debtors, mis- 
takes made showed lack of arith- 
metic and equity principles.” 


The examiner for paper (ii) of 
Group I (Advanced Accounting) 
writes: “The students have ex- 
hibited very poor standard of 
preparation. The preparations is 
not thorough but only haphazard: 
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correct understanding of the 
fundamental principles is lacking. 


The students should be more seri- 
ous in taking the examinations.” ° 


The examiner for paper (iv) 
of Group I (Auditing) writes: 
“However there is one particular 
aspect I have to refer to and that 
is the great length of answer pre- 
sented. Candidates should learn 
to answer questions to the point in 
as concise a form as possible.” 


The examiner for paper (i) of 
Group II (Mercantile Law) 
writes: “The application of prin- 
ciple to problems is not satisfac- 
tory. There seems to be more 
book knowledge than otherwise.” 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


INCOME-TAX 


Ministry of Finance (Revenue 
Division), New Delhi, the 27th 


July, 1951. 
No. 74.—It is notified for 
general information that the 


Central Government are pleased 
to approve the institutions men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922), 


Uttar Pradesh 


426. The Engineering College 
Fund, Dayalbagh, Agra. 


427. The Women’s Training 
College Fund, Dayalbagh, 
Agra. 
S. P. LAHIRI, 

Dy. Secy. 

+ * * 
New Delhi, the 16th August, 1951. 
No. . 77.-—It is notified for 
general information that the 


-“ 


Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922), 


Uttar Pradesh 


425. Dayalbagh Commerce Col- 
lege Fund, Agra. 


* * ae 


New Delhi, the 17th August, 1951. 


No. 78.—It is notified for 
general information that the 
Central Government are pleased to 
approve the institution mentioned 
below for the purposes of sub- 
section (1) of section 15-B of the 
Indian Income-tax Act, 1922 (XI 
of 1922). 


Uttar Pradesh 


457. Sanatan Dharam College, 
Muzaffarnagar. 


No. 79.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Uttar Pradesh 


456. Shri Saket Mahavidya- 
laya, Faizabad. 


S. P. LAHIRI, 
Dy. Secy. 


* * ¥* 


BANKING 


Ministry of Finance (Department 
of Economic Affairs), New Delhi, 
the 19th July, 1951. 


S.R.O. 1128-—In exercise of 
the powers conferred by section 
53 of the Banking Companies Act, 
1949 (X of 1949), and rule 16 of 
the Banking Companies Rules 
1949, and on the recommendations 
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of the Reserve Bank of India, the 
Central Government hereby de- 
clares that the provisions of 
Section 81 of the said Act and 
Rule 15 of the said Rules, shall 
not apply to the under-mentioned 
banking companies in so far as 
they relate to the publication of 
their balance sheets and profit and 
loss accounts for the period ended 
the 81st December, 1950, together 
with the auditors’ report in a 
newspaper, namely :— 


1. Akalprush Banking & Trad- 
ing Co., Ltd., Calcutta. 


2. Bogra Bank Ltd., Calcutta. 


S. K. SEN, 
Dy. Secy. 


+ * ¥ 


INSURANCES 
New Delhi, the 24th July, 1951. 


S.R.O, 80.—It is hereby noti- 
fied for the information of all 
concerned that the Central Govern- 
ment has been pleased to appoint 
the Controller of Insurance as the 
officer for the purposes of Section 
6-B of the Insurance Act, 1938. 


B. K. KAUL, 
Dy. Secy. 


t + * 
EXCESS PROFITS TAX 


Ministry of Finance 
Division), New Delhi, 
July, 1951. 


S.R.O. 1181.—In exercise of 
ihe powers conferred by sub- 
section (3) of section 10 of the 
Indian Finance Act, 1942 (XII of 
1942) read with sub-section (5) 
of section 2 of the Excess Profits 
Tax Ordinance, 1943 (XVI of 
1943), the Central Government 
hereby directs that the following 
further amendments shall be 
made in the Excess Profits Tax 
(Fost-War Refunds) Rules, 1942. 
namely :— 


(Revenue 
the 16th 


(1) In rule 9 of the said Rules— 


(i) after sub-rule (1) the 
following shall be added, 
namely— 


“(1-A) An application for re- 
fund of So much of any 
excess profits tax as 
may be repayable under 
the provisions of sub- 
section (1) of section 
10 of the Finance Act 
shall be made in Form 
E.P. 4, 21-A to the Ex- 
cess Profits Tax Officer 
and thereupon the Ex- 
cess Profits Tax Officer 
shall after deducting, 
from the amount of ex- 
cess profits tax repay- 
able, the appropriate 
income-tax and super- 
tax due thereon under 
the provisions of sub- 
sections (1]) and (12) 
of section 11 of the 
Indian Finance Act, 
1946, refund the 
balance to the person 
who paid the tax: 


Provided that— 


(i) in the case of an indivi- 
dual who, at the time 
when repayable excess 
profits tax is refundable, 
is dead, refund shall be 
made to the person, who, 
under a letter of adminis- 
tration, probate or suc- 
cession certificate, is 
entitled thereto; 


(ii) in the case. of a Company 
which, at the time when 
the repayable excess pro- 
fits tax is refundable, is 
in course of winding up 
refund shall be made to 
the Liquidator of the 
Company; 


(iii) in the case of a Hindu 
Undivided Family which 
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at the time when the re- 
payable excess profits tax 
is refundable has been 
disrupted, the refund 
shall be made to the per- 
son or persons to whom 
the repayable excess pro- 
fits was assigned upon 
such disruption; 
(iv) in the case of a firm the 
constitution of which, at 
the time when the re- 
payable excess profits tax 
is refundable, is different - 
from its constitution 
during the chargeable ac- 
counting period in respect 
of which the excess profits 
tax was paid, refund 
shall be made to the firm 
as constituted when re- 
fund is due. 
(v) in the case of a firm, 
which, at the time when 
the repayable excess pro- 
fits tax is refundable is no 
longer in existence, re- 
fund shall be made jointly 
to the persons who were 
partners in the firm 
during the chargeable 
accounting period in res- 
pect of which the excess 
profits tax was paid, or to 
any person jointly nomi- 
nated by them to receive 
the refund, with the sub- 
stitution in the case of a 
deceased partner, of the 
administrator or other 
legal representative; 


Provided further that, if the 
identity of the person entitled 
under the preceding provisions to 
receive a refund is in dispute or if 
any substantial question of title is, 
in the opinion of the Excess Pro- 
fits Tax Officer involved, such 
Officer may require the production 
of an order of the Competent Civil 
Court determining the person 


t 


Page Six 


entitled to receive the refund or 
any part thereof.” 


(ii) in sub-rule (2) after the 
word, figure and brackets 
“sub-rule (1)” the words, 
figure, letter and brackets 
“or sub-rule (1-A)” shall 

; be inserted. 


2. At the end of rule 10 of the 
said Rules, the following 
paragraph shall be added, 
namely— 


“The provisions contained in 
the provisos to sub-rules (1) 
and (1-A) of rule 9 shall 
apply to any refund to be 
made under this rule.” 


8. For the existing Form E.P. 


4-17, the following form 
shall be substituted, name- 
ly— 

“ESP AIT” 


Excess Profits Tax 


Application for refund under 
the proviso to rule 7 and/or 
under rule 18 of the Hacess 
Profits Tag (Post-War Re- 
funds) Rules, 1942. 


To 


The Central Board of Revenue, 
through the Excess Profits 


Tax Officer at 


eT AE ee having been 
assessed to excess profits tax at 
the rate of 66-2/3% in respect of 
the excess profits arising from the 
business of.. 
having paid the Excess Profits 
Tax so assessed and having* also 
deposited with the Government of 
India under the provisions of Sec- 
tion 10 of the Finance Act, 1942 
and/or Section 2 of the Excess 
Profits Tax Ordinance, 1948, the 
additional sums set out hereunder, 
do hereby declare :— 


1. That the whole or some part 
of the additional sums so deposit- 
ed *and the whole or some part 
of the Excess Profits Tax refund- 
able to me/us by the Government 
of India is required for an ap- 
proved purpose, namely— 


‘ (a) the provision/replacement 
of buildings or plant and 
machinery at a cost of 


(b) development or re-equip- 
ment of the said business 


at a cost of rupees 


reduction of bank over- 
draft or loan existing be- 
fore the 10th day of June, 
1951 in connection with the 


(c) 


said business to the extent 


of rupees.... ....... 
A certificate from 
Bank(s) regarding 
overdraft and from the 
creditor(s) ‘regarding the 
Joan and the nature of the 
security against which the 
overdraft or the loan has 
been allowed is attached. 


the 
the 


(d 


~~” 


reduction of taxation lia- 
bilities of the said business 
existing before the 10th 
day of June, 1951 to the 
extent of rupees........ 


reduction of other liabili- 
ties of the said business ex- 
isting before the 10th day 
of June, 1951 to the extent 


(e) 


2. (a) That as shown by the 
certificate hereinafter appended 
the necessity for such provision*/ 
replacement* development or re- 
equipment has been certified by the 
Ministry of Commerce and Indus- 
try of the Government of India to 
be in the national interest. 


(b) That at the time of making 
this application the Bank over- 


| 


\ 
` 
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draft / loan / Taxation liability / 
other liabilities in connection with 
the said business stood at Rs..... 


3. That the current revenues 
and reserves of the business are 
insufficient to defray the cost of 
such  * provision / * replacement, 
development or re-equipment or to 
repay the bank overdraft/loan or 
to meet the Taxation/other liabili- 
ties as aforesaid. 


4. I/We, therfore pray for a 
refund of the sum of Rs......... 
under the provision of the proviso 
to Rule 7 and/or Rule 8 of the Ex- 
cess Profits Tax (Post-war Re- 
funds) Rules, 1942. The interest 
on the amount of deposit refund- 
able to me/us may also be refund- 
ed. 


5. I/We hereby agree that the 
amount that may be refunded to 
me/us after deduction of income- 
tax and surer-tax due on the re- 
payable part of excess profits tax, 
but inclusive of the interest on 
the deposit, may be adjusted 
against the taxation liabilities of 
the said business and I/We hereby 
give authority to you to make the 
sald adjustment. 


6. I/We hereby agree that the 
payment authorised may be treat- 
ed as provisional subject to re- 
adjustment: in due course on the 


‘basis of audited figures and I/We 


hereby undertake to repay the ex- 
cess amount, if any, refunded by 
Government, either in respect of 
Excess Profits Tax* or of the 
further sum deposited by me/us 
or in respect of the relative inter- 
est thereon. 7 


* Delete the words that are inapplicable. 
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SCHEDULE OF EXCESS PROFITS TAX PAID AND SUMS DEPOSITED 





Chargeable accoun- Net Excess Profits Additional sums 
ting period Tax paid at the rate deposited 
ee of 66 2/3% 
Commencing 
ek yet, ee eet Men aes, a 
1 2 3 
hr Rs. Rs. 


Amount of excess 
profits tax repaya- 
ble by Government 


Total amount re- 
payable by Govern- 
ment (the total of 





items ın Cols. 8 
O and 4) 
4 5 
Rs, Rs, 





Note 1.—In the case of partner- 
ship, Hindu Undivided Family 
and Ltd. Co., the designation of 
the signatory should be added. 


Note 2.—A certificate by the 
Ministry of Commerce and Indus- 
try in the following form is neces- 
sary if the refund is required for 
provision/replacement of build- 
ings or plant and machinery and/ 
or development or re-equipment 
of business. No such certificate 
will be required if the refund is 
required for repayment of bank 
overdraft or loan or for meeting 
the taxation or other business lia- 
bilities. 


Note 3.—If the refund is requir- 
ed for reducing a bank overdraft 
or loan a certificate from the Bank 
regarding the overdraft or from 
the creditor regarding the loan 
should be attached. The certificate 
should mention the nature of the 
security against which the over- 
draft or loan has been granted. 


Form of Verification 


I/We hereby declare that what 
is stated herein is true to the best 
of my/our knowledge and belief. 


© @ FF u e 


Certificate of the Ministry 


of Commerce and 
Industry 


On behalf of the Ministry of 
Commerce and Industry, I certify 
that the *provision/*replacement 
of buildings or plant and machi- 
nery, or development or re-equip- 
ment of the business as set out in 
this application has been authoris- 
ed as being in the national interest 
and that under the provisions of 
the proviso to Rule 7 and/or of 
Rule 8 of the Excess Profits Tax 
(Post-War Refunds) Rules, 1942, 
the refund of the amount of Ex- 
cess Profits Tax refundable to the 
applicant by the Government of 
India and the sums deposited by 
the applicant with the Government 
of India under section 10, Finance 
Act, 1942, and/or section 2, Ex- 
cess Profits Tax Ordinance, 1943, 
is approved in the amount and on 
or after the date shown here- 
under :— 


= ù * © èx o > ò 9% & a & 
ou # #8 r ew & # E 8 8 


> ¢ @ we ew * oH Be 


a e * © © @ bbo * 8 p tl 


* @ © @ 8 «@ © 4 & ‘wtp 





` Delete words that are inapplic- 
able. 


(4) The application for refund 
of so much of any excess profits 
tax as may be repayable under the 
provisions of sub-section (1) of 
section 10 of the Finance Act 
shall be in the following form, 
namely :— 


“E.P. 4-21-A.” 


Excess Profits Tax 


Application for the refund of 
Excess Profits Tax repayable 
under the provisions of sub- 
section (1) of section 10 of 
the Indian Finance Act, 1942. 


To 
The Excess Profits Tax Officer 


The following sums out of the 
Excess Profits Tax paid by...... 
ee ee to the Government of India 
are refundable not later than the 
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SCHEDULE OF SUMS REPAYABLE 
Chargeable Amount of :Amount of | Amount of E.P.T.|Any amount’ Balance now 
Accounting Excess Profits | Deposit made | repayable being (a) | out of Col. 4 repayable. 
period. Tax demanded | under the pro- | one-tenth of the tax | already repaid. | 
f and fully paid. | visions of sec- | shown in Col. 2 or 
Commencing i tion 10 of the | one half of the de- 
Ending Indian Finance | posit shown in Col. | i 
| Act, 194% or |3 whichever is the | l 
section 2 of |lower (in relation 
the Excess |to chargeable ac- 
Profits Tax | counting periods 
Ordinance, |ended on or before 
1943. the 81st day of Dec. 
1943) (b) one- 
tenth of the tax | 
shown in Col. 2 (in | 
relation to charge- 
able accounting | 
periods ended after 
the 31lat day of 
| ! Dec. 1943). 
1 2 3 4 5 6 
Rs. Rs. Rs. Rs, Rs. 


I/We do hereby pray for a re- 
fund of the amount shown in 
col. 6 above after deduction of the 
appropriate income-tax and super- 
tax due thereon. 


I/We hereby agree that the pay- 
ments authorised may be treated 
as provisional subject to readjust- 
ment in due course on the basis of 
audited figures, and I/We hereby 
undertake to repay .the excess 
amount, if any, refunded by Gov- 
ernment, 

I/We further agree that if any 
claim is made by any other person 
in respect of the aforesaid excess 
profits tax refund which is claim- 
ed hereby, I/We shall be responsi- 
ble therefor. 

Signature and Address of each 
claimant. 
Signature 


Address 


apaci 


* See note below, 


Note :— 


The application and verification 
are to be signed— 


(a) in the case of an individual, 
by the individual himself; 


in the case of an individual 
who is dead, by the person 


(b) 


who, under a letter of ad- 
ministration, probate or 
succession certificate, is 


entitled to the refund; 


in the case of a Company, 
Local Authority, or any 
other public body by the 
Principal Officer, as defined 
in sub-section (12) of 
section 2 of the Indian 
Income-tax Act, 1922; 


(e) 


in the case of a Company 
which is in the course of 
winding-up, by the Liqui- 
dator of the company; 


(d) 


in the case of a Hindu Un- 
divided Family, by the 
Manager or Karta; 


(e) 


(f) in the case of a Hindu Un- 
divided Family which is 
disrupted, by the person or . 
persons to whom the de- 
posit was assigned at the 
time of the disruption; 


in the case of a Firm, by 
any partner; 


(g) 


in the case of a Firm 
which has ceased business, 
by all the partners consti- 
tuting the firm during the 
relevant chargeable ac- 
counting period, with the 
substitution in the csse of 
a deceased partner of the 
administrator or other 
legal representative. 


S. P. LAHIRI, 
Dy. Secy. 


(h) 


* * & 


Central Board of Revenue, New 


Delhi, the 18th July, 1951. 
S.R.O. 1189.—In pursuance of 


sub-section (3) of section 3 of the 
Excess Profits Tax Act, 1940 (XY 


September, 195i. 


of 1940) and in partial modifica- 
tion of its notification No. 6—Ex- 
cess Profits Tax, dated the 8th 
March, 1947, the Central Board of 


Revenue hereby directs that the 
Appellate Assistant Commissioner 
of Excess Profits Tax, Ranchi, 
shall also and the Appellate As- 


Sl. No. Name of Appellant 
I; 2 
1. Messrs. Jagannath Ram Ganga Ram, Cuttack .. 
2. A.C. Parija & B. N. Parida, Cuttack .. 
3. Do. 
4, 


Do. 





z * zk 


Ministry of Finance (Depart- 
ment of Economic Affairs), New 
Delhi, the 11th September, 1951. 


In pursuance of clause (iv) of 
sub-section (1) of Section 4 of 
the Chartered Accountants Act, 
1949 (XXXVIII of 1949), the 
Central Government hereby 
directs that the following amend- 
ments shall be made in the late 
Ministry of Commerce Notifica- 
tion No. 68 (15)—Law (B)/50 
dated the 24th October, 1950:— 


(1) For clause (8) of Para- 
graph A, the following clause 
shall be substituted, namely :— 


““(8) He shall have been in 
practice as an auditor on 
the Ist July, 1949, shall 
have continued in prac- 
tice thereafter and shall 
have at the time of his 
application 
ment; 


for enrol- 





od 4 * 


(a) a minimum practice of 
ten years; and 


(b) at least 15 units, in- 
cluding a minimum of 
five public companics 
with limited liability, 
under his audit.” 


(2) For Paragraph B, the fol- 
lowing paragraph shall be substi- 
tuted namely :— 


“B. In the case of a person 
who has not passed one of the 
examinations mentioned in 
Paragraph A above, he shall 
have been in ‘practice as an 
auditor on the Ist July, 1949, 
shall have continued in practice 
thereafter and shall have at 
time of his application for 
enrolment— 


DAT 
(a) a minimum practice of ten 
years; and 


(b) at least 15 units, including 
a minimum of five public 
companies with limited 


agep 





K. B. DEB, 
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sistant Commissioner of Excess 
Profits Tax, Cuttack, shall not per- 
form his functions in respect of 
the cases specified below :— 


E.P.T. Appeal No. 





3 
E.P.T. No. 7/4849. 
E.P.T. No. 31/46-47. 
E.P.T. No. 82/4647. 
E.P.T. No. 38/46-47. 
Under Secy. 
* E 3 


liability with a total paid 
up capital of Rs. 30 lakhs 
for all the units put to- 
gether under his audit.” 


B. K. KAUL, 
Dy. Secy. 


* 4 um 


Ministry of Finance, New Delhi, 
the 5th September, 1951. 


In exercise of the powers con- 
ferred on them by clause (b) of 
sub-section (2) of Section (9) of 
the Chartered Accountants 
Act, 1949 the Central Government 
is pleased to nominate Sri P. C. 
Dasgupta, Controller of Commer- 
cial Audit in the office of the Ac- 
countant-General, Food Relief 
and Supply, to the Council of the 
Institute of Chartercd Account- 
ants of India vice Dr. Tara Chand 
resigned. 


B. K. KAUL, 
Dy. Secy. 


SUMMARY OF PROCEEDINGS OF THE COUNCIL AND THE STANDING COMMITTEES 


The Council in its meeting held 
on the 11th, 12th and 13th August, 
1951 at New Delhi, amongst 
other things, came to the following 
decisions regarding the plot of 
‘land allotted by Government for 
the building of the Institute. The 
plan of the building as prepared 


by the architects was decided to 
be circulated among the members 
for their comments and the Exe- 
cutive ‘Committee was authorised 
to take the necessary steps for 
finalising and for the erection of 
the building. 


The draft rules sent by Govern- 
ment regarding the issue of certi- 
ficates to Part B State Auditors 
were approved. 


me 4 * 
The Council decided that the 
Regional Councils should þe 
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formed with effect from the Ist 
April, 1952 and that the election 
will be made on the basis of the 
list as on Ist April, 1951. The 
bye-laws for the Regional Coun- 
cils were adopted and the Presi- 
dent was authorised to issue the 
necessary notifications and take 
the necessary steps for the forma- 
tion of the Regional Councils. 


4 ™ * 


Regulations requiring all mem- 
bers present and future to have 
a place of business in India either 
in his own charge or in charge of 
a member of the Institute, were 
adopted and a new Regulation 88 
was also adopted for purposes of 
proviso to Section 4 (1) (v). 


The scale of fees for the princi- 
pals and qualified assistants to be 
charged for work was agreed to 
be laid down and the necessary 
notification in this regard will be 
published in the next issue of the 
Bulletin. 


* w ka 


It was decided to introduce a 


.new form to make it compulsory 


for an audit or articled clerk as 
the case may be to confirm in writ- 
ing that the particulars given by 
them under Regulations 42-A, 42-B 
and 35 are correct. 


* = : x 


The Council decided to send the 
following five delegates to the 
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Sixth International Congress on 
Accounting to be held in London 
next year. 
1. Sri G. P. Kapadia, Presi- 
dent, Leader of the Delega- 
` tion. f 


2. Sri N. R. Mody. 

3. Sri S. Vaidyanatha Iyer. 
4. Sri A. L. Sahgal. 

5. Sri 5. Ghose. 


* * * 


It was decided to amend the 
notification No. 24-CA (8)/50 of 
the 18th January, 1950 issued 
under Clause (v) of the Schedule 
so as to remove the restrictions 
with regard to appearance before 
the Income-tax authorities. 





MEMBERSHIP 
LIST OF MEMBERS ENROLLED DURING AUGUST, 1951. 
Membership No. Name Place rene 
ASSOCIATES 
2045 * Ambalal Harjiwandas Thakkar Kampala (Uganda) 6-8-51 
2046 Krishnaswamy Balasubrahmanyam Bombay 10-8-51 
2047 Nanigopal Chattopadhyay Calcutta 14-8-51 
2048 * V. Srinivasan Calcutta 14-8—51 
2049 ` Kameshwar Jha Bhagalpur i 14-8-51 
2050 Suraj Bhan Gupta Agra 148-51 
2061 A. Kesavan Pudukottai 14-8-51 
2052 -Lakshman Prasad Bagaria Calcutta 18-8-51 
- 2053 5. Prabhakaran Cochin 188-51 
2054 Pravinchandra Chandulel Shah Poona 18—8—51 
2055 Susruta Mukherji Calcutta 20-8-—51 
2056 Lakshmi Pada Mookherjee | Calcutta 20-8—51 
2057 * Bhalchandra Purushottam Vaidya Bombay 20-8-51 
2058 Prabhakar Damodar Dalal Dhulia 20-851 
2059 Anil Kumar Biswas Calcutta 208-51 
2060 * Narayan Vasudeo Damle Bombay 20-8-51 
2061 T, S. Raju . Madhurai 21-8-51 
2062 Kantilal Mohanlal Shah Ahmedabad 21-8-51 
2063 Thirumalai Direswamy Bangalore 218-51. 
2064 C. Sivasankaran Madras 228-51 
2065 t A. C. Narayanan Kuppam 258-51 
2066 Rohit Jayantilal Mehta Ahmedabad 25—8—51 
2067 Ramakant Laxman Pradhan Thana 28-851 
2068 Jagesh Mathuradas Desai Bombay 288-51 
2069 N., Sivasubramanian Madras 28-8-51 
2070 Sukumar De Sarkar . Calcutta 29-851 





* Denotes not in practice. + 
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Membership Date of 
No. Name ee enrolment. 
p FELLOWS 
1066 Parmeshwari Ballabh Sharma Bhopal 10-8—51 
681 Keshav Shankar Gadre Poona 10-8—51 
1068 ‘ Basgudeva Ghosh Calcutta 22—8—H1 
828 P. 5. Dattu Rao Bangalore 28—8—5 1 
852 Bansilal Maganlal Mapara Bombay 28-8-51 
875 Hiron Kumar Saha Calcutta 288-51 
* xk ae i=] * ve * - & f 4 
STATISTICS FOR THE MONTH OF AUGUST, 1951 
Associates enrolled ie. B25 Fellows .. AF Associates converted into 
Fellows admitted _.g Termination of Membership. 18 Fellows .. 6 
eee 9 Articles Registered. - ie “TE 
O Cancellation of certificates of Articles cancelled Nil 
Practice: Audit Clerks Registered Je 49 


Certificates of Practice issued: 
Associates p Da 


(By Sri K. Sadagopan, B.A., 
; F.C.A.) . 


It is not clear whether Account- 
ing is a science or an art. Account- 
ing appears to be an art exercised 
within the bounds of certain 
significant conventions. One can 
recall numerous insignificant con- 
ventions such as heading the 
Balance Sheet on both- sides as 
Capital and Liabilities and Pro- 
perty and ‘Assets even when they 
contain items which by no stretch 
of imagination could be called 
either capital and liability or: pro- 
perty and assets; and using the 
heading “Profit & Loss account” 
when the net trading result is de- 
finitely ascertained to be either the 
one or the other. But the most 
important of these conventions 
are those in regard to accounting 
period and valuation. 


The Accounting Period. A 
period of 12 months is adopted as 
the period over which to review 
the working and the status of the 


Nil 
Nil 


Associates 
Fellows 


Audit Clerks Registered can- 


celled Nil 


ACCOUNTING CONVENTIONS 


business. Why a period of 12 
months is chosen could not be 
satisfactorily explained except on 
the assumption that humanity is 
essentially hitched to the Sun and 
agriculture—their original occu- 
pation—‘the seed time and har- 
vest” naturally suggest a period 
of 12 months. But this conception 
limiting the period to 12 months 
in a way goes against another 
where valuation of the assets of 
the business is based on the going- 
concern basis. It has to be admit- 
ted that profits could be ascertain- 
ed definitely only “when a busi- 
ness ceases and liquidated. Profits 
of a going concern are always 
estimated”, as such profits ascer- 
tained in the interim period of 12 
months, or any shorter or longer 
period are bound to be conjec- 


tures.. The ancients who evolved: 


the double-entry system appear 
to, have appreciated the difficulty 
and the accounting periods were, 
not of equal duration but extended 
to the completion of each venture. 


It may be of interest to know 
Od a ee oe of the old account books 
which have come down to us, one 
was not balanced until the end of 
nine years, another not until 
twenty-seven years had elapsed.” 
The British East India company 
prepared a general Balance Sheet 
in 1665 but not again until 1685. 
But during the seventeenth cen- 
tury the custom of business men 
changed and a marked step was 
taken by thé French Ordinance of 
1673 requiring a balance sheet 
each 2 years (quoted by Mr. S. 
Gilman from Hatfield’s Account- 
ing). i i 


This self-imposed restriction 
leads to many difficulties and con- 
sequent distortion of the financial 
statements, more particularly the 
Profit & Loss account. For exam- 
ple in the present set up; the allo- 
cation between capital and reve-. 
nue becomes highly arbitrary. 
Macfarland and Ayars. in, discugs-. 
ing about capital and revenue ex, 
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penditure lay down certain princi- 
ples. They say “A capital expen- 
diture is one that results in an in- 
crease in the relatively permanent 
value of the assets. If an asset 
has a service of more than a year, 
its cost should be capitalised de- 
bited to an asset title; if less than 
a year the cost should be charged 
to revenue—debited to an expense 
title.” It will be readily appre- 
ciated how this conception of an 
accounting period impinges direct- 
ly on the ascertainment of profit 
by its arbitrary distinction be- 
tween capital and revenue. Roram 
& Kerigan write, in their Account- 
ing Method »n the subject of Ac- 
counting Valuation :—“The dis- 
tinction between an expenditure 
chargeable to an asset account and 
one chargeable to some expense 
account rests upon the relation 
between the length of the useful 
life of the thing acquired and the 
length of accounting period for 
which income is being determined. 
An expenditure chargeable to an 
asset account is one, the benefits 
of which are expected to extend 
over several accounting periods. 
‘If the accounting periods were 
Increased from the customary 
year to a decade, most of what is 
now treated as expenditure for 
assets would be ‘expensed’; while 
if the periods were reduced to a 
day, much of what is now treated 
as current maintenance would 
become expenditure for assets.” 
Thus this convention by itself is 
“responsible for the numerous 
problems of capital and revenue.” 
Even on a cursory review as the 
above one, it will be found how 
unscientific is the conception of an 
accounting period limited to 12 
months. 


Incidentally it may be remark- 
ed that though the period of 12 
months has its limitations, it 
could at least be used to represent 
a fair view if the natural business 


year is adopted by most busi- 
nesses. Every business has its 
peak point and also points of low 
activity; but the financial state- 
ments are not drawn on either 
point of time. They are usually 
presented as at March, June or 
December of the year. The ad- 
vantage of adopting the end 
period as on a date when “busi- 
ness activity is at its lowest sea- 
sonal point and inventories are at 
a minimum” are numerous both 
to the business and the profession. 
When the inventory is at its 
lowest, the element of judgment is 
to a great extent minimised and 
the financial statement in such 
circumstances will approach to 
exactness. In addition to this, 
administrative advantages also 
accrue in that more attention 
could be given to closing the finan- 
cial books as the work on inven- 
torying is considerably reduced. 
As regards the profession, if busi- 
nesses adopt the natural business 
year, their work becomes spread 
over the year and it is possible for 
them to give greater attention to 
individual clients. 


The next important convention 
igs in regard to valuation of fixed 
and current assets. Fixed assets 
are to be valued at their cost. The 
rule looks as simple as a nursery 
rhyme but in actual working this 
leads to very many complications 
and does not yield consistent pic- 
ture of the financial status. The 
rule evolved during a period of 
constant monetary value is useful 
only during such periods when 
fluctuation of the unit of ex- 
change is not very significant. 
Such a condition is almost ideal 


and has never been found to exist. 


During times of inflation, the ap- 
plication of the rule builds up a 
balance sheet comprising assets at 
different levels of value. No doubt 
the accountant is not concerned 
about values, but the adoption of 
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such a position in a world of 
monetary flux does not help for a 
proper understanding of the finan- 
cial statements. “This practice 
by which assets are carried on the 
books of account, and in balance 
sheets at digits which are differ- 
ent from their economic values at 
any particular date after pur- 
chase, is the result of what is 
known as an ‘accounting conven- 
tion’ and represents one of the 
present day mathematical limita- 
tions to existing accountancy. Ac- 
countancy, as practised, has not 
reached the point in its develop- 
ment where variables, that is, 
fluctuating economic values of 
assets, are taken into considera- 
tion except in the case of stock-in- 
trade. Here is a field wide open 
to the science of applied mathe- 
matics.” (Roy A. Foulke). 


The rule “cost or market price 
whichever is lower” is a very 
familiar phrase with the account- 
ants. The only virtue about this 
rule is its conservatism. It is op- 
posed to reality, inconsistent in its 
effect and indefinite in its applica- 
tion. The following are some re- 
presentative opinions. 


“The traditional views have 
been that stock should normally 
be valued at its cost, but that, 
when the market price is less than 
cost, the latter should be substi- 
tuted. Though illogical this prac- 
tice has become general as having 
the merit of conservatism. Strict- 
ly this crude rule is in no sense 
truly conservative. “H. K. Hat- 
field.” 

If instead of accepting ‘cost or 
market price whichever is lower 
“as an almost sacred tenet of the 
profession, beyond criticism, 
public accountant would take time 
of to examine the effects of the 
policy on comparative income re- 


‘ports, it is safe to assume that 
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there would be a rapid waning of 
the enthusiasm for this approach 
to inventory valuation.” “W. A. 
Paton ‘The old rule’ cost or market 
price whichever is lower” in some 
cases permits true condition to be 
ignored and it may inject into the 
Balance Sheet a false and mis- 
leading element. ‘R. H. Montgo- 
mery.” 


There is no consistent basis for 
the application of this rule. There 
are various ways of applying this 
rule each yielding a different result. 
There is no indication either in the 
Balance Sheet or Profit & Loss 
account to show which method 
has been adopted or whether such 
method has been consistently ap- 
plied from period to period. The 
enunciation of such simple rules 
with variety of application does 
not conduce to fair representation 
of the financial status not to speak 
of their accuracy. 


In arriving at the total valua- 
tion, each item of the stock may 
be valued at cost or market and 
the lesser of the value against 
each item adopted; or the lesser 
of the two different valuations 
may be adopted. Each method 


Liability to Third persons for 
Defective Accounts Candler v. 
Crane, Christmas & Co. (1951) 
(T.L.R. 87). 


“The plaintiff was prepared to 
invest £2,000 in the x co. but 
before doing so he wished to be 
satisfied concerning its financial 
position. The Managing Director 
of the co. thereupon showed him 
the accounts which has been pre- 
pared by the defendants, a firm 
of accountants, The accounts 
were produced to the plaintiff by 
the defendants’ employee who 
knew for what purpose they were 


will disclose different valuation. 
Again the valuation depends on 
what method of issuing stock is 
adopted, i.e., whether first in first 
out or last in first out or base stock 
method. This much has been said 
to show that this convention cost 
or market price whichever is less 
is primarily responsible for the 
confusing state of the results ob- 
tained. In adopting cost as the 
basis for the valuation of fixed 
assets without reference or ad- 
justment for the fluctuation of the 
monetary unit results in a combi- 
nation of monetary units arising 
in different price levels. This as- 
pect has been very well pointed 
by a writer in Yale Law Journal 
as follows:—‘“‘Not all assets of 
the company are presented in the 
Balance Sheet at their historical 
cost. Under prevalent accounting 
practice, valuation enters in the 
presentation of current assets. A 
Balance Sheet presents at the very 
least two “values.” Apples and 
horses are added together mirable 
dictu but the result is neither four 
apples nor four horses but a 
strange medley of the two. Most 
often distinct categories of items 
of stock-in-trade will be repre- 
sented at different bases on the 
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required. Unfortunately the ac- 
counts had been carelessly pre- 
pared and were grossly defective. 
Relying on the accounts the plain- 
tiff invested £2,000 in the co. and 
lost the whole amount when the 
co. had to be wound up without 
any assets. The plaintiff brought 
action against the defendants 
claiming damages for negligence. 
Lloyd Jacob J. dismissed the 
action, holding that the account- 
ants were under no duty of care 
to the plaintiff. The court .of 
appeal (Cohen and Asquith JJ, 
Denning L. J.) dissenting dismiss- 
ed the plaintiff’s appeal. 
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same balance sheet...... On a 
single Balance Sheet reflecting a 
long corporate history “cost” may 
be used in a number of different 
senses.” 


With all these shortcomings of 
these conventions, it has to be ad- 
mitted that they represent the best 
that could be devised; but if the 
Balance Sheet is to be made use- 
ful to the business man, the 
banker and the economist some- 
thing more than these conventions 
are necessary or they are to be 
modified to a great extent. It is 
unfortunate that Accounting 
technique has not kept pace with 
the development of the times. 


If the preparation of the finan- 
cial statement is to be removed 
from the plane where it merely 
records “combination of facts, 
accounting convention or personal 
judgment”, accounting research 
with the help of applied mathe- 
matics should try to evolve a 
scheme whereby the economic 
value and cost are synthesised in 
a harmonious whole to present a 
composite and correct picture of 
the financial status of business. 


In Ultramares Corporation v. 
Touche, the court held that the 
defendants, a firm of public ac- 
countants, were not liable to the 
plaintiffs who had loaned money 
to the S. company in reliance on 
a defective balance sheet which 
the defendants had prepared for 
the employers, the S5. company. 
The judge (Ardozo C.J.) pointed 
out that an extension of the duty 
of care to an auditor would force 
the defendant to adopt ‘an inde- 
pendent duty to be suspicious even 
of one’s principal.’ The assump- 
tion of one relationship will mean 
the involuntary assumption of a 
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series of new relations inescap- 
ably locked together. Honesty 
was required, but ‘we doubt whe- 
ther average business man receiv- 
ing a certificate without paying 
for it merely as one among a 
multitude of possible investors, 
would look for anything more’.” 


(Law Quarterly). 
; . í: 


Commissioner of Excess Profits 
Tax, West Bengal v. Jeewanlal 
Ltd., Calcutta (1951) 20 I.T.R. 
39. 


The question in this case was 
whether the Income-tax Appellate 
Tribunal was right in holding that 
the directors of the respondent 
company had a controlling inter- 
est In it as contemplated by Section 
2 (21) of the Excess Profits Tax 
Act. 

The company, incorporated 
under the Indian Companies Act 
had a capital of Rs. 86 lakhs divid- 
ed into 3,60,000 shares of Rs. 10 
each out of which more than 
3,09,000 shares were held by 
A. Ltd. a company incorporated 
in Canada. Under Article 90 of 
the Articles of Association of the 
respondent company, a company, 
whether registered under the 
Indian Companies Act or not, 
which was a member of the res- 
pondent company was entitled to 
appoint a person to represent the 
member company at the meetings 
of the respondent company and 
the person so appointed was 
entitled to exercise the voting and 
other powers as if he were an 
individual member of the respon- 
dent company. Under the Arti- 
cles of Association of the respon- 
dent co. A. Ltd. was entitled to 
appoint three permanent direc- 
tors on the board of directors and 
the nominee director appointed by 
A. Ltd. should act as chairman of 
the meetings of directors. 


B. was nominated by A. Ltd. as 
a director of the respondent com- 
pany and was also appointed as 
agent to represent A. Ltd. and 
vote on their behalf at any gener- 
al or special meeting of the share- 
holders of the respondent com- 
pany. 


On behalf of the Department it 
was contended that by virtue of 
the powers given to B. he could 
only vote as an agent of A. Ltd. 
and not as a director of the res- 
pondent company and that in this 
view, the respondent company 
was not a director controlled con- 
pany. This contention was re- 
jected by the Income-tax Appel- 
late Tribunal. The Calcutta High 
Court upholding the decision of 
the Tribunal said :—“The control 
of a company resides in the 
voting power of its shareholders. 
‘Controlling interest’? means the 
extent to which the shareholders 
have the power of controlling the 
decisions of the company by vote. 
The fact that the beneficial inter- 
est in the shares is in a third party 
is immaterial. No distinction can 
be made between the case when 
the director-trustee has, and when 
he has not a beneficial interest in 
the shares.” On this point, the 
Caleutta High Court relied on the 
decisions of the House of Lords in 
Inland Revenue Commissioners v. 
J. Bibby and Sons Ltd. (14 I.T.R. 
Suppl. 7) and F. A. Clark & Sons 
Ltd. v. Commissioner of Inland 
Revenue (11 IT.R. Suppl. 29) 
and the decision of the Bombay 
High Court in Commissioner of 
Income-tax, Bombay, v. Bipin Silk 
Mills Ltd. (14 I.T.R. 344) and 
dissented from the earlier decision 
of the Bombay High Court in New 
Shorrock Spinning and Manufac- 
turing Co., Ltd. v. Commissioner 
of Income-tax, Bombay North (18 
I.T.R. 712). 


It was further contended be- 
fore the Court on behalf of the 
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Department that Section 80 of the 
Indian Companies Act which pro- 
vides for the appointment by a 
company of a person to represent 
it at the meetings of another com- 
pany of which it is a member does 
not empower a foreign company 
to so appoint and that Article 90 
mentioned above is ultra vires the 
Indian Companies Act. The 
Court held that as this question 
was not taken before the Tribun- 
al, it could not be said to arise out 
of its order even if on the facts 
of the case appearing from the 
order, the question fairly arises. 
On this point the Calcutta High 
Court followed the decision of the 
Madras High Court in Abboy 
Chetty v. Commissioner of In- 
come-tax. Madras (15 I.T.R. 442). 


Referring to Section 66, the 
Court said:—“That section autho- 
rises the High Court to issue a 
mandamus to an inferior Court or 
a public officer to show cause why 
a particular act should not be done 
or forborne, One of the princi- 
ples of mandamus is that a Court 
never issues a mandamus unless 
it is shown that it is incumbent 
on the inferior Court to do an act 
or forbear from doing an act. In 
this case how could it possibly be 
said that it was incumbent on the 
Tribunal to make a reference as to 
the invalidity of the power when 
that point was not raised before 
fit? Further no mandamus is 
issued unless it is just so to do. 
As I have said before, the appli- 
cant before us proceeded before 
the Tribunal, the Appellate As- 
sistant Commissioner and the 
Income-tax Officer on the footing 
that the power was valid. How 
can the applicant now be allowed 
to argue his case on the footing 
that the power is invalid? It 
would be most unjust for this 
Court to allow such a point to be 
taken.” The Court held that the 
point could not be argued even if 
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the question formulated by the 
Tribunal was in very wide terms. 
The matter did not rest on the 
words used by the Tribunal in 
framing the question but on the 
substance of the matter. 


“The Court however considered 
the question and held that 
although Section 80 did not apply 
to A. Ltd. and there was no pro- 
vision in the Indian Companies 
Act which expressly authorised 
A. Ltd. to give such a power of 
attorney to B, there was no reason 
why A. Ltd. could not give such 
a power of attorney because a 
corporation has no body nor a 
soul and must, ex necessitate ret, 
act through some human agency.” 


x * x 


K. S. Rashid Ahmad v, Income- 
tax Investigation Commission and 
another (1951) 20 LT.R. TI. 


Under the provisions of the 
Taxation on Income (Investiga- 
tion Commission) Act XXX of 
1947, the Investigation Commis- 
sion started investigation into the 
affairs of certain firm and K. S. 
Rashid Ahmad and others, the 
partners of the firm. Rashid 
Ahmad and others filed applica- 
tions in the Punjab High Court in 
which they prayed that (a) a writ 
in the nature of prohibition be 
issued to the commission and the 
authorised official directing them 
not to proceed with the investiga- 
tions into the case of Mrs. Zaffar 
Mohd. a deceased partner. 


(b) A writ in the nature of 
certiorari do issue for quashing 
proceedings. 


(c) Such further direction or 
orders may be issued as to your 
Lordships may deem necessary 
and proper. 


(d) Alternatively proceedings 
before the commission be revised 
by your Lordships under Article 


227 of the Constitution of India 
and such steps be taken as may 
ensure substantial justice. 


Counsel for the respondents 
argued that the Court had no 
jurisdiction in the matter because 
the petitioner who was an assessee 
belonged to U.P. and his assess- 
ment was under the Commissioner 
of Income-tax of that State and 
the mere fact that the location of 
the Commission is in Delhi within 
the jurisdiction of this Court or 
any order or orders had been pass- 
ed by the Commission at Delhi 
would not confer jurisdiction. It 
was pointed out that any matter 
of assessment of income-tax 
would be enquired into by the 
Income-tax Officer, Meerut and 
appeals, etc. would lie to authori- 
ties in the State of U.P. and if a 
case had to be stated, it would be 
stated to the High Court at Alla- 
habad. The Court upheld this 
objection. 


It was argued on behalf of the 
petitioners that before the Consti- 


tution came into force there was. 


an absolute prohibition against 
the jurisdiction being exercised 
in any matter of revenue but 
under the proviso to Article 225 
of the Constitution any restriction 
on the jurisdiction of the High 
Court in regard to matters of 
revenue had now been taken away. 
Rejecting this contention the 
Court observed that Article 225 
provides that the jurisdiction of 
the High Court is the same as it 
was immediately before the com- 
mencement of the Constitution 
that if any complaint had to be 
made in regard to proceedings 
taken against the petitioner, the 
only Court he could have gone to 
was the High Court of Allahabad 
and neither Article 225 nor Article 
226 enlarged the territorial juris- 
diction of the Punjab High Court 
nor had it conferred jurisdiction 
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on the Punjab High Court in re- 
gard to matters over which the 
Court had no jurisdiction previ- 
ously. 


The Court further held as Sec- 
tion 9 of the Taxation on Income 
(Investigation Commission) Act, 
1947, barred the’ jurisdiction of 
any Court to scrutinise except in 
the manner provided in Sub-Sec- 
tion (5) of Section 8, the acts or 
proceedings of the Commission or 
of any authorised official, the High 
Court should not issue a writ of 
certiorart. 


It was also contended on behalf 
of the respondents that as all the 
orders which were the subject 
matter of the complaint were of a 
date anterior to the date on which 
the Constitution came into force, 
the petitioners could not avail 
themselves of the remedy given 
by Article 226. The Court was 
inclined to agree with this conten- 
tion but did not express a final 
opinion. 


Inland Revenue Commissioners 
v. Silverts Ltd. (1951) 1 Ch. 521. 


At all material times four per- 
sons were directors of the appel- 
lant company. All the B. shares 
Which carried half the voting 
rights were vested in one of the 
directors. The A. shares which 
carried the other half of the 
voting rights were the subject of 
a settlement and were vested in 
a bank as the custodian trustee of 
the settlement within the meaning 
of Section 4 of the Public Trustee 
Act, 1906. Two of the directors 
were the managing trustees of the 
settlement. Romer, J., held, re- 
versing the decision of the Special 
Commissioners, that the directors 
had a controlling interest in the 
company within para 11 of Sch. 
IV to the Finance Act, 1937. The 
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substance of his decision was 
given in the issue of the Bulletin 
for January, 1951. On appeal, 
this decision was reversed by the 
Court of Appeal. The Court of 
Appeal held that the bank as the 
registered holder of all the A. 
shares was not merely a nominee 
or bare trustee; that therefore the 
controlling interest in the shares 
must be treated as being in the 
bank and it was not possible to in- 
vestigate the character in which 
the bank exercised its voting 
rights as shareholder by reference 
to the terms of the settlement or 
of Section 4 of the Public Trustee 
Act or otherwise; and that the 
directors accordingly had not a 
controlling interest in the com- 
pany. 


at à * 


Commissioner of Excess Profits 
Tax, Madras vy, Jivaraj Topun and 
Sons, Madras. (1951) 20 I.T.R. 
143. 


A notice under section 18 of the 
Excess Profits Act was served on 
a person to file a return under the 
Act. In reply, he submitted a nil 
return stating that the family of 
which he had been a‘'member bpe- 
came divided and that the Hindu 
Undivided Family which was 
treated as an assessee by the 
Revenue Authorities was no longer 
in existence. The partition put 
forward had been accepted by the 
department and there was no dis- 
pute regarding it. The Excess 
Profits Tax Officer did not accept 
the nil return, but completed the 
assessment on the footing that 
the business was the business of a 
joint family and that the notice 
issued under section 13 and served 
on a member of one of the groups 
that came into existence after the 
partition was valid. On appeal, 
the Appellate Assistant Commis- 
sioner disagreed with this view 
and set aside the assessment and 
the Appellate Assistant Commis- 


sioner’s decision was confirmed by 
the Appellate Tribunal, 


In a reference made to the 
Madras High Court, it was con- 
tended on behalf of the depart- 
ment that the scheme of the Ex- 
cess Profits Tax Act is that it is 
the business that is treated as 
assessable to tax and as there is 
no time limit within which an as- 
sessment could be made under the 
Excess Profits Tax Act, even if the 
business had ceased, as there was 
a partition between the members 
of a Hindu Undivided Family, it 
was open to the authorities to 
assess the profits of the business: 
by serving a notice on any mem- 
ber of the family to which the 
business once belonged. The 
court referred to the various pro- 
visions of the Excess Profits Tax 
Act and held that the assess- 
ment of the tax is on the 
person in the same manner as 
under the Income-tax Act and ob- 
jected the extreme contention of 
the department that the entity 
which is taken as the basis for the 
assessment is the business. 


It was next contended on behalf 
of the department that the langu- 
age of Section 13 is wide enough to 
justify the notice on any member 
of the family which carried on 
business during the chargeable 
accounting period even though the 
family as a unit had ceased to 
exist by the time the department 
came to issue the notice under that 
section. This contention was also 
rejected by the court. Under sec- 
tion 21 of the Excess Profits Tax 
Act, some sections of the Income- 
tax Act were made applicable to 
the Excess Profits Tax Act, but 
these sections do not include sec- 
tion 25-A of the Income-tax Act 
which continues the joint family 
as a unit for the purposes of as- 
sessment notwithstanding disrup- 
tion of the family, subject to cer- 
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tain limitations. It is the absence 
of this provision that was strong- 
ly relied on by the Appellate Tri- 
bunal. The court held that, if the 
business was once a business own- 
ed by the joint family and it is 
the profits of that business during 
the chargeable accounting periods 
that are sought to be charged and 
assessed under the Excess Profits 


‘Tax Act and if by the time the 


notice is issued the joint family 
ceased to exist, there was no pro- 
vision under the Act to assess that 
undivided family which had be- 
come defunct and there was no 
procedure by which service of 
notice requiring the undivided ' 
family to submit a return could be 
effected. 


* x + 


Commissioner of Income-taz, 
Madras v. S. V. R. M. Palaniappa 
Chettiar and Others. (1951) 20 
LT.R. 170. 


The assessee was a Hindu Un- 
divided Family and as a partner 
carried on money lending business 
in the Federated Malaya States. 
The profits of the money lending 
business received by the joint 
family in British India were as- 
sessed to income-tax under the Act 
of 1918 and subsequently. There 
was a partition in the family in 
which the share in the said busi- 
ness was allotted to two of the 
members of the family. It was 
claimed that as a result of the 
partition and the allotment of the 
share of the business to the two 
members, there was a succession 
within the meaning of Section 25 
(4) of the Income-tax Act to the 
share of the profits and that there- 
fore the Hindu Undivided Family 
was entitled to relief under Sec- 
tion 25 (4). 


The court held that the assessee 
was not entitled to relief under 
section 25 (4). The relief under 
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sub-section (4) is permissible only 
if the tax on the business was 
charged under the provisions of 
the Act of 1918. The Act of 1918 
applied to the income of an asses- 
see from whatever source it is de- 
rived, if it accrued or arose or 
was received in British India. The 
definition of ‘‘assessee” in that Act 
included a firm which was treated 
as a unit for assessment in res- 


pect of its business, provided its 
income accrued or arose in British 
India. A foreign firm could not 
be assessed in respect of its busi- 
ness to any extent under that Act. 
If the foreign business could not 
have been charged under the Act 
and the share in the profits of the 
family from that business was 
charged under section 8 only on 
receipt in British India, itl cannot 
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be said that the charge so made 
was a charge of a tax on the 
foreign business. The meaning of 
the words “on which” in section 
25 (4) cannot be interpreted as 
meaning ‘“‘with reference to 
which.” ‘The tax clearly should 
be charged on the business as such 
under the Act of 1918 to claim and 
avail the benefit under section 
25 (4). 


PARLIAMENTARY PROCEEDINGS 


(A) QUESTIONS & ANSWERS 


The Finance Minister was 
asked: 
(a) Will the Minister of 


Finance be pleased to 
whether it is a fact that there was 
a blockade of remittance from 
Indo-China to India and vice versa 
and the assets of both the coun- 
tries were frozen? 


(b) Is it a fact that when the 
Debt settlement was concluded, 
the income-tax assessment for 
Indo-China Indian assessees was 
based on the exchange rate prior 
to 1949 legally, while there was 
no remittance at all on account of 
the blockade then existed? 


(c) Is it a fact that there are 
number of representations made to 
Government in this behalf and if 
so what action has been taken so 
far? 


(d) In view of the fact that 
even though there is no remit- 
tance now, the Income-tax Officers 
are assessing incomes prior to 
1949 taking the unauthorised ex- 
change rate, do Government pro- 
pose to instruct the Income-tax 
Officers to assess incomes at ex- 
change rates prevalent during the 
debt settlement? 


In his written reply, the Minis- 
ter of Finance stated; 


state - 


(a) Certain Indo-China assets 
were and continue to be vested in 
the Custodian of Enemy Property 
in India, they will be released in 
due course. As regards Indian 
owned assets in Indo-China, I 
understand that they were not 
frozen by the Indo-China Govern- 
ment, 


(b) Persons ordinarily resident 
in India having sources of income 
in Indo-China are liable to be as- 
sessed in India on such income on 
accrual basis irrespective of whc- 
ther the income is received in 
India or not. For this purpose, 
the income earned in foreign cur- 
rency has necessarily to be con- 
verted into Indian currency. As 
the value of Indo-China currency 
at the end of the war was less than 
the value at the commencement of 
the war and as there was no ex- 
change rate during the war, in- 
structions were issued that the ex- 
change rate at the end of the war 
should be adopted for the purpose 
of converting Indo-China income. 


Where the foreign income of a 
resident is assessed in India on 
accrual basis and it cannot be 
brought into India owing to res- 
trictions on remittances, the re- 
covery of tax assessed on such in- 
come is held in abeyance under the 
proviso to section 45 of the Indian 
Tncome-tax Act, 


(c) Yes. There were some re- 
presentations and a copy of the in- 
structions issued in the matter was 
laid on the Table of the House on 
13th February, 1950 in answering 
starred question No. 226. 


(d) The matter is under con- 
sideration, 


Answering certain questions, 
the Minister of Finance stated 
that the paid-up capital of the In- 
dustrial Finance Corporation was 
Rs. 5 crores that the Corporation 
had not yet been able to pay fully 
out of its own resources the guar- 
anteed dividend of 214 per cent. 
per annum on its paid-up capital 
and that the Government gave a’ 
subvention of Rs. 10,89,492-2-4 in 
the first year ended the 30th June, 
1949 and of Rs. 8,68,561-14-7 in 
the second year ended the 80th 
June, 1950 to enable the Corpora- 


tion to pay the guaranteed 
dividend. 
(B) BILLS & ACTS 


On August 8, 1951 the Finance 
Minister introduced in Parliament 
a Bill seeking to replace the Ordi- 
nance recently promulgated to 
check trafficking in managing 
agency rights and eornering of 
shares in the open market with a 
view to acquiring control over the 
management of well-established 
and reputable companies for anti- 


Page Eighteen - 


social purposes. 
become law. 


The Bill has 


* * * 


The main recommendation of 
the Select Committee that consi- 
dered the Bill providing for a 
Tariff Commission is that officers 
of the Government in the adminis- 
trative services should not be 
appointed as members of the Com- 
mission except when necessary 
and that any such appointments 
have to be made, they should be 
confined to the minimum. 


The Select Committee which 
reported on the Bill to provide for 
the establishment of a State 
Financial Corporation has recom- 
mended that the maximum limit 
of its authorised capital should be 
raised from Rs. 2 crores to Rs, 5 
crores. The main recommenda- 
tions of the Select Committee are 
the following:—The initiative of 
distributing shares among various 
groups of subscribers should be 
with the State Governments and 
not with the Central Government. 
There should be a separate direc- 
tor to represent co-operative 
banks. The number of directors 
to be elected has accordingly to be 
increased from two to three. The 
term of office of an elected director 
should be four years instead of 
three years. The period of 25 
years for repayment of loan raised 
by industrial concerns should he 
reduced to 20 years. The corpora- 
tion should not grant any loan or 
advance on the security of its own 
shares. ua 


* * * 


Section 37 of the Bill as amend- 
ed by the Select Committee pro- 
vides for the audjt of the Finan- 
cial Corporation. The section 
runs as follows: 


Audit:— (1) The affairs of the 
Financial Corporation shall be 
audited by not less than two audi- 
tors duly qualified to act as audi- 
tors of companies under sub-sec- 
tion (1) of section 144 of the 
Indian Companies Act, 1918 (VII 
of 1918), one of whom shall be 
appointed by the State Govern- 
ment in consultation with the 
Comptroller and Auditor-General 
of India and the other elected in 
the prescribed manner by the 
parties mentioned in clauses (c) 
and (d) of sub-section (8) of 
section 4, and such remuneration 
as the State Government may fix 
shall be paid to the auditors by 
the Financial Corporation. 


(2) Every auditor shall be sup- 
plied with a copy of the annual 
balance-sheet of the Financia! Cor- 
poration, and it shall be his duty 
to examine it, together with the 
accounts and vouchers relating 
thereto, and every auditor shall 
have a list delivered to him of all 
books kept by the Financial Cor- 
poration and shall at all reason- 
able times have access to the 
books, accounts and other docu- 
ments of the Financial Corpora- 
tion and may in relation to such 
accounts examine any director or 
officer of the Financial Corpora- 
tion. 


(3) The auditors shall make a 
report to the shareholders upon 
the annual balance-sheet and ac- 
counts, and in every such report 
they shall state whether in their 
opinion the balance-sheet is a full 
and fair balance-sheet containing 
all necessary particulars and pro- 
perly drawn up so as to exhibit a 
true and correct view of the state 
of affairs of the Financial Corpo- 
ration, and in case they had 
called for any explanation or in- 
formation from the Board whether 
it has been given and whether it 
is satisfactory. 
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(4) The State Government 
may, in consultation with the 
Comptroller and Auditor-General 
of India, at any time issue direc- 
tions to the auditors requiring 
them to report to it upon the 
adequacy of measures taken by 
the Financial Corporation for the 
protection of its shareholders and 
creditors or upon the sufficiency 
of their procedure in auditing the 
affairs of the Financial Corpora- 
tion and may enlarge or extend 
the scope of the audit or direct 
that a different procedure in audit 
be adopted, or direct that any 
other examination be made by the 
auditors if in its opinion the 
public interest so requires. 


(5) The Financial Corporation 
shall send a copy of every report 
of the auditors to the Comptroller 
and Auditor-General of India at 
least one month before it is placed 
before the shareholders. 


(6) Notwithstanding anything 
contained in the preceding sub- 
sections, the Comptroller and 
Auditor-General of India may, 
either of his own motion or on a 
request received in this behalf 
from a State Government, under- 
take such audit and at such times 
as he may consider necessary : 


Provided that where the State 
Government is required to make 
any payment on account of the 
guarantee given by it under 
section 6 or sub-sections (2) of 
section 7, as the case may be, such 
audit shall be undertaken by the 
Comptroller and Auditor-General 
of India. 


(7) Every audit report under 
sub-section (6) shall be forward- 
ed to the State Government and 
the Government shall cause the 
game to be laid before the Legis- 
lature of the State. 
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In their report on the Forward 
Contracts (Regulation) Bill the 
Select Committee has recommend- 
ed that the Forward Markets 
Commission should in no case con- 
sist of less than two persons to be 
appointed by the Central Govern- 
ment. The maximum limit is 
three members. The commission’s 
term of office should be only three 
years. The Committee has further 
recommended that one of the 
functions of the commission 


Company Law Amendment. 


The Indian Federation of 
Working Journalists Organisa- 
tions has, in a memorandum to the 
Chairman of the Indian Compa- 
nies Act Amendment Committee, 
stated that the interests of news- 
paper employees should be pro- 
tected. It is suggested in the 
memorandum that the law should 
be suitably amended to prevent 
the claims of employees for pre- 
ferential payment of their dues 
being disregarded by the holder 
of floating charge who steps in and 
takes possession of the assets of 
the mortgagor company. It is 
also suggested that the procedure 
for realising the employees’ dues 
should be simplified and that 
sections 129 and 130 should be 
amended to make ‘the mortgagee 
or liquidator absolutely liable to 
pay the employees’ dues. 


k * wk 
Income-tax Law Amendment. 


The Committee of the Indian 
Chamber of Commerce has sug- 
gested the appointment of a high 
power commission to investigate 
into the tax structure of the coun- 
try framing a new Act to amend 
the income-tax law. The Com- 
mittee pointed out that while the 
Income-tax Amendment Bill had 
drawn freely on the provisions of 


should be to advise the Central 
Government in respect of the re- 
copnition of or the withdrawal of 
recognition from any association 
or in respect of any matter arising 
from the administration of the 
Act. 


According to the Select Commit- 
tee independent persons should be 
appointed by the Central Govern- 
ment in suitable cases to enquire 
into the affairs of any association 


NEWS AND NOTES 


the taxation laws of the United 
Kingdom, Australia and Canada, 
it had not considered the reliefs 
provided to the assessees under 
those laws. The Committee said 
that the renal provisions in the 
Bill were unduly harsh and the 
system of informers and appro- 
vers introduced by the Bill was 
unsound. 


* ag 3k 


Emigration of U.K. Companies. 


In this year’s budget, Britain 
had to prevent avoidance of tax 
imposed a ban on future emigra- 
tion of British companies and on 
the issue of shares in their over- 
seas subsidiaries. This ban has 
been relaxed to some extent and 
the Treasury will allow the 
emigration of any company form- 
ed after the passing of this year’s 
budget to carry on an entirely new 
trade or business if more than 
fifty per cent of the company’s 
capital is owned abroad. This 
exemption has been given to 
encourage Americans and others 
to form companies in Britain to 
develop new industries. 


* * * 


Bank Deposits in India. 


The Reserve Bank of India has 
published a brochure entitled 
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dealing in forward contracts as it 
would not be advisable in all cases 
to leave the enquiry in the hands 
of the governing body. In the 
Committee’s opinion the govern- 
ing body of an association should ` 
not remain superseded for more 
than six months and should be 
given an opportunity of being 


heard before suspension in all 


cases. 


“Statistical tables relating to 
Banks in India—1950” giving a 
survey of banking develpments in 
1950. According to this survey, 
the demand and time liabilities of 
schedule banks rose by Rs. 28 
crores in 1950 in sharp contrast to 
a contraction of Rs. 152 crores in 
the preceding year and a half. It 
is observed among other things, 
that on account of the bank award 
the net profits of banks diminish- 
ed and the number of banking 
offices has been reduced. 


" * * 


U.S. Military Budget. 


The Appropriation Committee 
of the United States House of Re- 
presentatives has approved a re- 
cord peace time military budget 
of 56,062,405,890 dollars. 


* * ak 
Rural Credit Facilities. 


A Press Communique says that 
the Reserve Bank of India has de- 
cided to appoint a small “commit- 
tee of direction’ to plan and 
organise a rural credit survey on 
an all-India basis. Besides guid- 
ing the conduct of the survey and 
arranging for the compilation of 
results the Committee will give 
its findings on the data collected 
and make any recommendations it 
may consider necessary. 
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Reserve Bank’s Report on 


Currency & Finance. 


The Reserve Bank of India has 


sri S. Ramachandran, Charter- 
ed Accountant, Pollachi writes: 


“A Special Sales Tax Officer 
has seized the books of an asses- 
see and taken them away. The 
assessing officer wants the sub- 
mission of a return of turnover 
though he has been informed that 
the books are with the special 
officer, and threatens prosecution 
if the return is not submitted 
within a week, though the as- 
sessee has requested his assessing 
euthority to make his books avail- 
able to enahle him to submit the 
return. Is the officer justified in 
his action? Js the assessee bound 
to go to the Special Officer who is 
in a distant station and incur 
travelling and out of pocket cx- 
penses to take the particulars 
from his own books to file the re- 
turn? What happens if the Spe- 
cial Officer who is not personally 
known to the assessee refuses to 
recognise him or his agent? Will 
any of vour readers enlighten me 
on these matters? What is the 
remedy for such harassment by 
officers?” 


me m mx 


Sri T. K. Menon, B.A.. G.D.A,, 
F.C.A., Chartered Accountant, 
Calicut, writes: 


“A. was appointed Liquidator 
of a Company by the Shareholders 
and by the Creditors in a “Credi- 
tors’ voluntary Winding up” under 
Section 209-A to 209-H of the 


published a report on currency 


and finance. According to this 


report the total estimated revenue 
of the Central and State Govern- 
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Indian Companies Act. The only 
assets of the Company consisted 
of a building, some machinery and 
some unpaid calls due on some 
forfeited shares. There was no 
cash in hand or at Bank. A. was 
assured by the Directors that the 
unpaid calls on the forfeited 
shares will be easily realised. The 
Liquidator tried his best to collect 
the amounts by sending register- 
ed notices, etc. but could not col- 
lect anything. Having no money 
on hand he did not file suits 
against the parties. He incurred 
some expenses from his pocket for 
travelling, advertisements, pos- 
tages, ete. All his efforts at seil- 
ing the bnilding and machinery 
were unsuccessful. He is not pre- 
pared to srend further amounts 
from his pocket. In such circum- 
stances he wanted to resign his 
position as Liquidator and called 
an extraordinary meeting of the 
shareholders for'''appointing a 
fresh liquidator. A meeting of 
the creditors was also called for 
the same day. At the meeting of 
the Shareholders only one mem- 
ber, namely the former Managing 
Director was present. At the cre- 
ditors’ meeting only two creditors 
for ‘Small amounts were resent. 
The meetings were adjourned to 
the next week for want of quorum. 
At the adjourned meetings also, 
only the same persons who at- 
tended the first , meetings were 
present. As those persons could 
not decide anything, A. is still ob- 
liged to continue as Liquidator. 


muneration 
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ments (excluding Rajasthan) for 
the year 1951-52 is Rs. 758 crores 
and expenditure Rs. 735 crores, 
leaving a surplus of Rs. 23 crores. 


“Will any of your learned 
readers kindly let me know how A 
can extricate himself from this 
situation without incurring any 
personal liability under the law? 
If there are any authorities or 
Court decisions on this point, I 
would request them to quote such 
authorities.” 


vt m > 


p 


Sri Tarun Banerjee, Calcutta, 
writes: 


“A retired auditor having sought 
for re-election in a concern for the 
next year was offered a remunera- 
tion which was less than that of 
the pevious vear. 


“Will any reader kindly commu- 
nicate whether acceptance of the 
job stated above, by another 
auditor, in spite of the refusal of 
the former to carry it out on 
account of the reduction of his re- 
will constitute a 
breach of professional etiquette?” 


mt X & 


Sri Ram Saran Singh, Calcutta, 
raises the following query: 


“Whether ‘Net Profits’ under 
Section 87-C (3) is arrived at 
after crediting Profit and Loss 
Account by bounties or Subsidies 
received from any Government or 
from a public body; and whether 
the werd, allowing, used in this 
particular Section, means ‘keep- 
ing zside bounties or subsidies’?” 
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The Secretary, Chartered Ac- 
countants’ Students’ Association, 
Ahmedabad, writes, addressing 
‘specially the Articled Clerks, as 
follows: 


“Many persons have expressed 
their views for forming the Char- 
tered Accountants’ Students’ As- 
sociations in various parts of 
India; and replies have also ap- 
peared in the Bulletin from dif- 
ferent Centres referring to their 
existences. 


“The need for and utility of such 
a Students’ Association in every 
city with a considerable number 
of Students cannot be overlooked. 
Now the time has come to estab- 
lish an All-India Society of the 
Chartered Accountants’ Students. 


“With the establishment of the 
Autonomous Body of the Institute 
of Chartered Accountants of 
India, the new era in the field of 
Accountancy has begun; and so 
the persons in the profession have 
to shoulder heavy responsibilities. 
The Students’ Associations can be 
of immense help for training up 
the Students in taking the respon- 
sibilities as future members of the 
profession by providing a field fcr 
co-operation, organization and 
free-exchange of opinions. 


“Our profession has no limit of 
provinces. Also the problems of 
the members of the profession 
as well as the students in all over 
the country are almost the same. 
The various problems of the mem- 
bers are solved in the Council of 
the Institute. But the problems 
and difficulties of the Students 
have no such help with which they 
can be solved. Also the Institute 
of the Chartered Accountants of 
India, is functioning like an All- 
India University giving the high- 
est diploma in Accountancy 
authorising the Students to start 
practice in any part of India. And 


CORRESPONDENCE 


this is direct thing which applies 
to the Students. 


“So the Chartered Accountants’ 
students’ Association of Ahme- 
dabad have passed a resolution in 
General Meeting to call a Meeting 


of the Representatives of the As- 


sociations which are in existence 
in the various parts of India at an 
early date. 


“I, on behalf of the Ahmedabad 
Association, request the Secreta- 
ries, Presidents and the Members 
of the Associations in the differ- 
ent parts of India to give their co- 
operation in our humble effort. I 
request them all to do correspond- 
ence Immediately expressing their 
views on the proposal to the fol- 
lowing address so as to enable us 
to call the Meeting at an early 
date.” 


The Secretary, 

Chartered Accountants’ 
Students’ Association, 

C/o M/s. Lakhia Desai & Co., 

Chartered Accountants, 

Model Talkies Building, 

Gandhi Road, 

AHMEDABAD. 


“ $ t 


Sri Bahadur Lal Saksena, 
G.D.A., A.C.A., C.E.T.D. (Lon- 
don), Chartered Accountant, 
Jaiganj, Aligarh, writes as fol- 
lows: 


“Sales tax has been introduced 
in all the States and also the cen- 
trally. governed parts of India. 
The work in the Sales Tax Office 
is very heavy and the assessees 
find themselves in much trouble 
and are inconvenienced a good lot. 


.In my opinion, the work in the 


Sales Tax Office will be consider- 
ably reduced resulting in economy 
in the administration of the Gov- 
ernment Department without 
affecting the efficiency and at the 
same time it will be a great relief 
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to the assessee if the Chartered 
Accountants are required to 
certify the sales and tax collected 
on this basis at rates prescribed in 
the Act. Since this is a matter 
of public interest, it requires seri- 
ous attention of the Council and 
the senior members of the profes- 
sion.” 
“a % F 

sri K. Viswanathan, Coimba- 

tore, writes as follows: 


“Of late, a number of letters 
criticising the exemption given to 
the Commerce Graduates from ap- 
pearing for the first C.A. Exami- 
nation, have been published in the 


Bulletin. It will be only fair if 
the other view point is also 
examined. 


“The provision exempting the 
B.Coms. from first examination 
was in force even before passing 
of the Chartered Accountants 
Act in 1949 by Legislature. While 
the non-graduates attend a recog- 
nised educational institution for 
only one year, before they appear 
for the first C.A. Examination, the 
commerce graduate has to attend 
commercial classes for two years. 
Even the ordinary graduate has 
not got this facility. Much of the 
poor results in the first examina- 
tion can be attributed to the ab- 
sence of such compulsory provi- 
sion for attending commercial 
classes in all cases. The com- 
merce graduate has to study, in 
addition to Accountancy, also 
Banking, business organisation 
and economics. The Council, in 
granting this exemption to the 
commerce graduates, must natur- 
ally have given full consideration 
for all these points. I would like 
to remind my friends that this 
exemption is not merely restricted 
to Commerce Graduates, but also 
is extended to those who have 
passed the All-India Diploma in 
Commerce also.” 
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Five-year Plan of Economic 
Development. 


[By Dr. Rustom C. Cooper, 
M.Com., Ph.D. (Econ.), A.C.A., 
A.S.A.A. (Hons.)] 


In view of the publication of 
Planning Commission’s draft 
programme for national economic 
development, the subject of econo- 
mic planning may figure in the 
paper of Economics at the forth- 
coming final examinations. It is, 
therefore, felt advisable to give 
brief outline of the more import- 
ant features of economic planning 
for the guidance of examinees. 


It may be recalled that the Na- 
tional Planning Commission was 
appointed in March 1950 under 
the chairmanship of the Prime 
Minister of India. The draft re- 
port now published is merely an 
outline of the Five-Year Plan and 
is intended to be a document for 
inviting public opinion on the sub- 
ject of country’s economic plan- 
ning. The Economic Plan derives 
its essential character from the 
directive principles of state policy 
outlined in the Constitution of 
India which stipulate an economic 
and social order based on equality 
of opportunity, Social justice, the 
right to work, the right to an ade- 
quate wage and a measure of 
social security for all citizens. 
We are told that the approach to 
these objectives will be democra- 
tic rather than totalitarian and 
will entail a voluntary and co- 
operative acceptance of present 
sacrifices for future benefit. 


Among the basic objectives of 
the Plan are the rehabilitation of 
displaced persons, increased pro- 
duction of food and agriculture 
through increased irrigation and 
other schemes, completion of pro- 
grammes of public works already 
under way, enlargement of 


$, 
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employment opportunities and the 
development of welfare services. 
The Economic Plan envisages a 
Centrally-directed economy in 
which the state plays an active 
role and there is close co-ordina- 
tion between the public and pri- 
vate sectors. The previous enter- 
prise will be brought in line with 
the public sector through 
the setting up of the Development 
Councils consisting of the repre- 
sentatives of various interests 
concerned. 


The broader divisions of the 
Plan under which development 
targets are set include Irrigation 
and Power, Transport and Com- 
munications, Social services, 
Agriculture, Industry, Rehabilita- 
tion, Small scale and cottage in- 
dustries and Housing, 


Briefly speaking, the Plan aims 
at rectifying the disequilibrium 
caused by the cumulative impact 
of war and partition of the coun- 
try. A sum of Rs. 1,498 crores is 
to be spent over a period of five 
years ending 31st March, 1956 for 
this purpose. The entire plan is 
divided into two parts. The first 
part of the Five-Year Plan which 
is to be financed out of the intern- 
al resources of the country is cal- 
culated to restore the pre-war 
availability of essential consumer 
goods by the end of 1955-56 to a 
population expected to increase by 
26 millions during the same 
period. 


The second part of the Plan in- 
volves a further expenditure of 
Rs. 300 crores which is wholly de- 
pendent on the availability of ex- 
ternal financial assistance. 


The targets contemplated by the 
Economic Plan are quite moderate 
and capable of being achieved 
under reasonable circumstances. 
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In the sphere of Agriculture the 
aim appears to be to make as 
much available in 1956 as was 
available in 1950, allowing for the: 
anticipated increase in population. 
The Planning Commission has laid 
considerable stress on the neces- 
sity for expanding the industrial 
capacity as far as iron and steel, 
heavy chemicals and other basic 
products are concerned, . The esti- 
mated expenditure during the first 
five years of the Plan’s working 
however, is estimated at only 
Rs. 250 to Rs. 300 crores in the 
sphere of industries. The Com- 
mission has also emphasised the 
importance of developing small 
scale industries in view of prevail- 
ing scarcity of capital, need for 
relieving middle class unemploy- 
ment and the desirability of de- 
centralization of industry. Com- 
mon production programmes are 
advocated for the development of 
small scale industries linked to the 
large-scale industry. Cottage in- 
dustries are given pride of place 
in the programme of rural deve- 
lopment. It is suggested that as- 
sistance to cottage industries may 
be rendered by imposing small 
cesses on the corresponding large- 
scale industries and also by a 
suitable stores purchase policy of 
the various Government Depart- 
ments. 


As far as the problem of indus- 
trial housing is concerned, the 
Planning Commission has worked 
out a scheme for financing indus- 
trial houses on the basis of contri- 
butions from workers, employers 
and the State. The proposed 
target is 125,000 such subsidised 
houses for the country during a 
period of five years. 


Coming to the financial aspect 
of the Plan, the Commission’s re- 
commendations include stringent 
measures to prevent tax evasion, 
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early introduction of Death Duty, 
a preference for corporate savings 
over private savings, enhanced 
land tax, a wider coverage of sales 
tux and extra betterment taxes on 
entertainment and motor vehicles. 
The total resources available to 
the Central Government are placed 
at Rs. 641 crores, of which Rs. 115 
crores are to be raised through 


Sri Dilip Kumar Dutt, B.Com., 
A.C.A., has left for United King- 
com by R.M.S. ‘Ranchi’ on Ist 
August, 1951 to qualify himself in 
Costs and Works Accounts. 


x w * 


Messrs. S. L. Tacknait & Co., 
Chartered Accountants, Jullundur 
have shifted their office to EF. 
218-A, Railway Road, Jullundur 
City. 


bd + me 


Sri Bahadurlal Saksena, B.A., 
G.D.A., A.C.A. (Membership No. 
2006) has commenced practice 
as Chartered Accountant under 
the name and atyle of Messrs. 
Pradhan & Co., Chartered Ac- 
countants at Jaiganj, Aligarh, 
U.P. 


x kia aa 


Sri Peri Thiagraj, B.Com., 
A.C.A., Chartered Accountant, 
has shifted his office from 18, 
Danappa Mudali Street, to No. 
216, Naicker New Street, Madhu- 
rai, with effect from the 15th 
August, 1951. 


* * x 


Sri A. R. Doraiswamy, G.D.A., 
F.C.A., has taken Sri K. R. 
Sarangapani, B.A., A.C.A., Char- 
tered Accountant, Salem (Enrol- 


long-term borrowing. The net 
resources available to various 
states (including Central assist- 
ance) are placed at Rs. 691 crores. 
Rs. 800 crores are expected to 
come in shape of foreign assist- 
ance and the balance of approxi- 
nately Rs. 300 crores will hdve to 
be met by deficit financing. 
Foreign assistance is expected in 
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ment No. 1958) as a partner as 
from 15th April, 1951 and they 
are practising in the firm name 
of A. R. Doraiswamy Sarangapani 
& Co. The main office of the firm 
is situated at No. 117, Armenian 
street, Madras-1 and is in charge 
of Sri A. R. Doraiswamy. They 
have a branch at Shevapet, Salem, 
of which Mr. K, R. Sarangapani 
is in charge. 


v 


x * * 
Sri R. Narasimhan, B.Com., 
A.C.A. Chartered Accountant 


(Membership No. 2008) has shift- 


_ed his office to No, 2, Kondi Chetty 


Street, Madras-l, with effect from 
the 29th August, 1951. 


an aa * 


Sri Y. T. Korke, F.C.A. (Mem- 
bership No. 881) has been admit- 
ted as a partner in the firm of 
Messrs. R. D. Joshi & Co., Char- 
tered Accountants, 5, Prince 
Yeshwant Road, Indore, with 
effect from the Ist April, 1951. 


me * * 


Sri G. Sanyal (Member- 
ship No. 1622) and Sri H. M. 
Bhaduri (Membership No. 1982) 
have entered into partnership 
under the name and style of 
Messrs. H. M. Bhaduri,.Chartered 
Accountants, Temple Chambers, 
6, Old Post Office Street, Calcutta, 
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shape of Rs. 82 crores on account 
of Food Loan from the U.S.A. and 
aid promised by Canada and 
Australia under the Colombo Plan 
which wll come into operation 
about the same time. Reliance is 
also placed on the possibility of 
drawing upon the accumulated 
Sterling Balances to a certain ex- 
tent. 


with effect from 16th August, 
1951. This partnership is in addi- 
tion to Sri G. Sanyal’s own prac- 
tice under the name of G. Sanyal 
& Co., Calcutta. 


Sri B. S. Kothari, M.A., B.Com., 
A.C.A., has set up practice as 
Chartered Accountant, under the 
name and style of Messrs. B. S. 
Kothari & Co., 12, Old Post Office 
Street, Calcutta. 


* * “i 


Sri S. S. Bharucha, A.C.A. 
(Membership No. 1798) having 
separated from the firm of Messrs. 
Sakardande & Co., from lst 
August, 1951 is carrying on 
practice as a Chartered Account- 
ant in the name of Messrs, Bharu- 
cha & Co., Chartered Accountants 
at Agakhan Building, Dalal 
Street, Fort, Bombay. 


Sri P. B. Vijayaraghavan, M.A., 
A.C.A., has ceased to practise as a 
Chartered Accountant at Cudda- 
lore, N.T., and has joined the ser- 
vice of Messrs. Burmah-Shell 
Oil Storage and Distributing Co. 
of India Limited with effect from 
the 16th July, 1951. 


Paze Twenty-four 


Sri V. B. Haribhakti notifies 
that his new addregs is as follows: 


Sri V. B. Haribhakti, 

C/o Ambalal Thakkar & Co., 
Chartered Accountants, 

East & West Buildings, 
Apollo Street, 

BOMBAY-1. 


{ve 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Jnstitute which is published 
in the Bulletin, all other. matters 
are informative, but not neces- 
sarily as authoritative as the re- 
solutions of the Council would be. 


‘Sri M. K. Sorear, B.A. A.C.A., 
Chartered Accountant. has shifted 
his office from Manakata Road, 
Dibrugarh, to Santirpara Main 
Road P.O., Rehabari, Dibrugarh 
and is practising under the name 
and style of Messrs. M. K. Sorcar 
& Co., Chartered ‘Accountants, in 
the new address ATOM Ist Septem- 
ber, 1951. 


BUSINESS NOTICE 


Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 


Septembev, 1961, 


Squadron Leader A. Phillipos 
advises that his address wil] be as 
follows :— 


( Sqn. Ldr, A. Phillizos, 
Senior Accounts Officer, 
| No. 2 GTS, LA.F, ne 
"P.O. Tambarani, 
Via Madras. | 


ments, New Delhi, and all com- 
munications relating to matters 


to be published in the Bulletin, 
such as correspondence, . articles 


and personal notes should 
be addressed to the Editor, Post 
Box No. 1854, MADRAS—1. 
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EDITOR’S NOTES 


Attention of the members is 
invited to the notification issued 
by the Council of the Institute of 
Chartered Accountants of India 
dated 22nd September 1951 re- 
garding the formation of Regional 
Council and also giving the Bye- 
laws of the Regional Council. 
This notification is published as a 
supplement to this Bulletin. 


* * * 


As notified in the September 


issue of the Bulletin the Indian 
! Companies 


(Amendment) Act, 
1951 (No. 52 of 1951) is published 


` in this issue of the Bulletin under 


the sub-heading ‘Bills and Acts’ 
and under the main heading 
“Parliamentary Proceedings.” 


* + * 


The Bombay Region. Chartered 


Accountants Conference was held. 


in Bombay on the 29th, 30th 
September and lst and 2nd 
October at the Taj Mahal Hotel, 
Bombay. The summary of pro- 
ceedings of the conference and the 
welcome address by the Chairman 
and the inaugural address by the 
President of the Institute appear 
elsewhere in this issue. The 
paper read by the President on 
the second day of the proceedings 
of the conference is also published 
as a second supplement to this 
Bulletin. 


+ me ™ 


The editor regrets that due to 
oversight the omission of the 
name of Sri M. S. Krishnaswami 
from the list of members of the 
Council for 1951-52 was not 
traced before the September issue 
was sent out. This has -been 
rectified in the present issue, 
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NOTIFICATIONS BY THE COUNCIL 


No. 18-CA(8)/51, New Delhi, 24-CA(8)/50 dated the 18th be considered by the Council of 


the 4th September, 1951. 


_ With reference to the -notifica- 
tion No. 24-A(8)/48, dated the 
5th March, 1949 of the Ministry 
of Commerce, Government of 
India, it.is hereby notified that in 
exercisé of the powers conferred 
by Regulation 18 of-the Chartered 
Accountants Regulations, 1949, 


the Council of the Institute of B 


Chartered Accountants of India is 
pleased to restore to the Register 
of Members with effect from 8rd 
September, 1951, the name of 
Shri V. Ananthanarayana, No. 22, 
Diwan Rama Iyengar Road, 
Vepery, Madras (Membership 
No. 2072). 


G. P. KAPADIA, 
President. 


* * x 


No. 10-CA (6) /50, New Delhi, 
the 18th September, 1951. 


In pursuance of clause (3) of 
Regulation 10 of the Chartered 
Accountants Regulations, 1949, it 
is hereby notified that the Certifi- 
cate of Practice issued to Shri B. 
Sharan, “Girindra Dham”, Station 
Road, Patna, (membership No. 
1666), shall stand cancelled from 
Ist September, 1951 to 30th June, 
1952. 


G. P. KAPADIA, 
' President. 


* * © Ñ 


No. 24-CA (8) /50, New Delhi, 
the 22nd September, 1951. 


In pursuance’ of cleuse (v) of 
the Schedule to the Chartered 
Accountants Act, 1949, the 
Council of the Institute of Char- 
tered Accountants of India hereby 
directs that the following 
amendments shall be made in 
the Council’s Notification No. 


September, 1950: >- 


For the words 
“if he— - 


and figures: 


(i) Accepts to represent before 
the Income-tax authorities 
any client previously re- 
presented by some other 
Chartered Accountant, 
without first communicat- 
ing with him in writing. 


(ii) Accepts a position as 

auditor previously held by 
some other Chartered 
“Accountant in such condi- 
‘tions as to constitute 
undercutting.” 


J 


the following shall be substituted : 


“if he accepts a position as 
auditor previously held by some 
other Chartered Accountant in 
such conditions as to constitute 
undercutting.” 


G. P. KAPADIA, 
President. 


J 


al _* kal 


No. 1-CA(4)/51, New Delhi, 
the 22nd September, 1951. 


The following draft of certain 
amendments to the Chartered 
Accountants Regulations, 1949, 
which it is proposed to make in 
exercise of the powers conferred 
by sub-sections (1) and (8) of 
section 30 of the Chartered 
Accountants Act, 1949 (XXXVII 
of 1949) is published for the 
imformation of all persons likely 
to be affected thereby and notice 
is hereby given that the draft will 
be taken into consideration on or 
after Ist November, 1951. 


Any objection or suggestion 
which may be received from any 
person with respect to the said 
draft before the date specified will 


the Institute of Chartered 
Accountants of India, New Delhi. 


In the said Regulations :— 


I. In Regulation 7, after the 
word “Tnstitute’” and before the 
words “is not” add the words “or: 
whose application for a Certificate 
of Practice.’’. _ «= 


II. In sub-clause (2) of Regu- 
lation 36 after the word “state- 
ment” add the words “in form ‘R’ 
of the Schedule.” 


III. In sub-clause (c) of Regu- 
lation 40 for the word, letters and 
brackets “‘(b) and (c)” substitute 
the word, letters and brackets 
“(b), (c) and (d).” 


IV. In sub-clause (3) of Regu- 
lation 42(A) after the words 
“under him” and before the words 
“with the date” insert the follow- 
ing words “in form ‘R’ of the 
Schedule.” 


V. In sub-clause (2) (i) of 
Regulation 42(B) after the word 
“statement” add the following 
words “in form ‘R’ of the Sche- 
dule.” 


VI. In Regulation 78, after the 
words “taxation matter” add the 
words “or may take up an 
appointment that may be made by: 
Central or State Governments, 
and Courts of Law or any Legal 
Authority, not being an employ- 
ment on a salary-cum-full time 
basis.” 


After Regulation 81, the 
shall be 


VII. 
following Regulations 
inserted, namely :— 


“82, Place of Business in 
India: It shall be obligatory on a 
Member of the Institute to have 
a place of business in India in his 
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own charge or in charge of 
another Member of the Institute. 
Particulars of such place of busi- 
ness shall be supplied by the 
Member to the Council initially 
and whenever there is a change 
of such place of business. In the 
event of a failure to comply with 
the terms of this Regulation, the 
Member shall cease to be entitled 
to have his name borne on the 
Register. 


Provided, however, 


that the 
Council may, in the case of 
persons not covered by the 


Proviso to Section 4(1)(v) of the 
Act, allow a Member to srecify a 
place of business in India 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 


(whether he has business in India’ 


or not) which is neither in his 
own charge nor .in charge of 
another Member of the Institute 
and in that event such a place 
shall be deemed to be the place of 
business for purposes of Section 
21 of the Act. Particulars of a 
change of such a place of business 
shall be furnished to the Council 
whenever there is a change.” 


“83. The membership of a. 


person covered by the Proviso to 
Section 4(1) (v) of the Act shall 
be subject to the condition that 
the person in question has a place 


of business in India either in his 


own charge or in charge of a 


FORM ‘B’ 
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Member of the Institute. Parti- 
culars of such place of business 
shall be. supplied by the Member 
to the Council initially and by the 
existing Members covered by the 
Proviso to Section 4(1) (v) of the 
Act, before 31st March, 1952, and 
whenever there is a change of 
such place of business. In the 
event of a failure to comply with 
the terms of this Regulation, the 
Member shall cease to be entitled 
to have his name borne on the 
Register.” 


VIII. In the schedule for 
Form B, the following Form shall 


be substituted, namely :— 


OF INDIA, NEW DELHI. 


Form of application for admission as Associate of The Institute of Chartered Accountants of India. 


To 


The Secretary to the Council of the Institute of Chartered Accountants of India. 


Sir, - 


I beg to apply for admission as an Associate of the Institute of Chartered Accountants of India. 


I also hereby declare that I am not subject to any of the disahilities stated in Section 8 of the Chartered 


Accountants Act, 1949. 


If paid assistant in a firm of Chartered 
Accountants, name of firm and from which 


Whether holding a salaried employment not 
covered by 12 above. (Give full particulars). 


Whether intends to practise as a Chartered 
Accountant under the Chartered Accountants 


’ Whether intends to continue the engagement 


at 12 or 18 above besides practice: 


Whether engaged in any other business or 


-1. Name in full (block letters). 12. 
2. Father’s name. 
8. Date of birth*. uate; 
4. Nationality. 13. 
5. Period of residence in India. 
6. Particulars of qualification. + ld. 
T. Occupation in full. Act, 
8. Professional address, if any. 
9. Residential address. ae 
10. Place or places of business in India. 
11. Whether the applicant ig in charge of the place = 


or places mentioned at 10. If not, the name(s) 


and membership number(s) of the member(s) 17. 


of this Institute who is (are) in charge of 
that place(s), and address(es). 


occupation not covered by.12 or 18.above. 


Statement whether at any time debarred from 
practising as an accountant, and if so, the 


reason and period of suspension. 
=n Traean 


I hereby undertake that if admitted as an Associate of the Institute, I will be bound by the 
provisions of the Chartered Accountants Act, 1949, and the Regulations framed T or 
that may hereafter from time to time be made pursuant to the said Act. : 
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8, (i) I also send herewith a sum of R8. being tiy evit#ante fee of Rs: and annua) 
membership fee of Rs. for the year. 


3. (ii) A sum of Rs, 25/- is also forwarded for the annual Certificate of Practice for the year 
ending 80th June,....... 
Place . Yours faithfully, 
Date Signature. 


* Applicants are required to produce evidence of their age: _ 


+ Original diplomas, certificates and/or other documents, or attested copies thereof, in support 
of the qualifications claimed must be sent with the application. 


IX. In the schedule, itt Forms ‘L’ and ‘M’ in the preamble after the word “in practice” and before 
the words and bracket “(her einafter called the Employer)” insert the following words “and whose such 
practice is his main occupation.” 


X. In the schedule, for Form Q, the a shall be substituted namely: 


FORM Q 
FORM OF APPLICATION FOR THE ISSUE OF A CERTIFICATE OF PRACTICE. 
To l 
The Secretary to the Council of the Institute of Chartered Accountants of India. 
Sir, 


I am enclosing +/have already sentt a cheque/draft No. dated for Rs. ‘towards 
the fee for the Certificate of Practice which may be issued to me at an early date. 


*2. I declare that I am not engaged in any other business or occupation besides the. oiai of 
Accountancy. If and when I intend to be so engaged, I shall obtain the prior permission of the 


Council. 
*3. Iam engaged in other occupation (s) besides the practice of Accountancy as for which 
permission of the Council has already been obtained (vide their letter No. dated J; 


4. As and when I cease to be in practice I shall duly inform the Council as required by the Chartered 
Accountants Regulations, 1949. 


5. I hold the Certificate of Practice as Associate/Fellow for the per iod ending 80th June, 

E Yours faithfully; 
Date. Signature. 
Place. ; E Membership Number. 

* Delete the para not applicable. + Delete words not applicable. OT 


` XI. In the schedule, after Form ‘Q’, the following Form shall be inserted, namely :— 
FORM ‘R’ 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA. 


Statement of particulars to be submitted for registration as an audit or articled clerk. 


Name of clerk in full (in Capital Letters). 7. Name and address of the Employer under 


whom serving. 
Father’s name. g 


8. Name and address of the previous employer (s) 
and the period of service under him or them 

Nationality. either as an articled clerk or as an audit clerk 

: or as both. (Dates of commencement and 

*Date of birth. termination to be given). 

+Educational qualifications with the date of 9. Articles or Audit Service Registration number 

passing the Examinations. . if any. 


Residential address, 


an ope Oo N H 
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I declare that the. particulars given above are true and correct to the best of my knowledge and belief. 


Place. 
Date. 


* Applicants are required to produce evidence of their age. 


t Original diplomas, certificates and/or other documents, or attested copies thereof, in support of 
the qualifications claimed must be sent with the application. 


* k * 


No. 1-CA(2)/51, New Delhi, 
the 1st October, 1961. 


In pursuance of Bye-law 5 of 
the Chartered Accountants Re- 
gional Council Bye-laws, the 
Council of the Institute of Char- 
tered Accountants of India is 
pleased to appoint the 6th day of 
October, 1951, as the date on 
which the said Bye-laws_ shall 
come into force. 


G. P. KAPADIA, 
President. 


we a x% 


The attention of the members 
is invited to Regulation 40 (c) of 
the Chartered Accountants Regu- 
lations, 1949 according to which 
the articled clerks taken under 
clause (b) and (c) of Rule 40 (1) 


of the Auditor’s Certificates Rules, 


1982, should be transferred to the 
member against whom they were 
taken, on that member becoming 
entitled to train articled clerks 
under the Chartered Accountants 
Regulations, 1949. 


* k ™* 


Scale of fees- for work done by 
Chartered Accountants in India. 


1. For giving *expert evidence 
in courts of law in Union of 


* The term “expert evidence” 
includes evidence whieh an 
accountant is called upon to give 
by virtue of his having conducted 


audits or investigation, a 


% - *e 
India :—-between Rs. 150 to 450 
according to the professional 


standing of the witness, for each 
day spent in attendance or travel- 
ling. 


2. “Other work’ not requiring 
any unusual attention on the part 
of the Principal :— 


(a) Audits, Accountancy 
secretarial work— 


and 


Principal 
Rs. 80 to Rs. 90 per hour 


Qualified 
Assistants 
Rs. 10 to Rs. 30 per hour 


(b) Investigation-— 


Principal 
Rs. 30 to Rs. 150 per hour 


Qualified 
Assistants 
Rs. 15 to Rs. 45 per hour 


Office time spent in travelling 
is chargeable, and, in addition 
travelling and out-of-pocket ex- 
penses in the case of Queues 
work. 


® aM * 


Note on Regulation 11 (5) (b) of 
l the Chartered Accountants 
Regulations, 1949. 


Regulation 11 (5) (b) states 
as follows :— 


“If the complaint is against a 
firm, send a copy of the complaint 
to the firm concerned at the 


Signature of the Articled 
or Audit Clerk. 


(Sd.) G. P. KAPADIA, 
President. 


* * * 


address of the head office of the 
firm as entered in the Register of 


Members with a notice calling. 


upon the firm to disclose the name. 
of the member concerned, and to 
send a copy of the complaint to 
such member. 


Explanation—A notice to the 
firm shall be a notice to all the 
members of the Institute who are 
partners or employees 
firm.” 


According to this Regulation, ` 
it is the firm which is to disclose - 
- member ` 


the name of “the 
concerned”, Perhaps a question 
may be raised as to what is meant 


by the term “the member con- . 
cerned,” whether it applies to a- 


member who has not done -the 


work but signs the- financial state- , 
ment or to a member~ who has. 


actually done the work but has 
not signed the statement. In fact, 


in the course of an inquiry into the . ` 


conduct of -a .member, it was 
argued that “the member con- 


cerned” was -the member who.. 


actually did the work but had not 
signed the financial statements. 
The only practical and reasonable 
interpretation of the said term is 
that “the member concerned” is } 
the member who signs the finan. ; 
cial ~ statements or reports. The! 
responsibility arises directly out 
of the signature affixed by a 
member to the financial state- 
ments or reports. In other words 
by signing the statements or re- 


of that 


’ 


{ 
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ports, he not only assumes the 
full responsibility for their 
correctness but also adds the 
weight of his authority, notwith- 
- standing the fact that the work 
might have been carried out by his 


organisation, which might com- 
prise of qualified assistants and 
persons with practical experience. 
As this is the only interpretation 
that could be placed on it, the 
Committee recommends tọ the 
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Council to give publicity to this 
in the next issue of the Bulletin 
that the member who signs the 
financial statements or reports is 
“the member concerned” for the 
purpose of Regulation 11 (5) (b). 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


` Income-tax 


Copy of letter dated the 25th 
May, 1951, from the Associated 
Chambers of Commerce of India, 
Calcutta to the Secretary, Central 
Board of Revenue, New Delhi. 


Subject:—The Finance Act, 
1951—Taxation in India of non- 
resident shareholders and pen- 
sioners. i 


Cad 


I'am directed to thank the 
Board of Revenue for kindly for- 
warding a copy of the Board’s 
circular F. No, 56 (18)-IT/51, 
dated the 9th May in connection 
with the above matter. 


In paragraph 4 of the circular 
it is explained that private employ- 
ers ‘may deduct income-tax at 
the maximum rate and surer-tax 
at 3 as. in the rupee or at the rate 
applicable to the pension paid to 
a non-resident treating it as the 
income of a resident individual, 
whichever is higher’. It would 
seem that there is perhars a typo- 
graphical error in as much as the 
words ‘whichever is higher’ have 
either been included inadvertently 
or in place of ‘whichever is lower’. 
It would greatly assist private 
employers if you could kindly 
elucidate this point at an early 
date and a reply on it would be 
much appreciated. 


- * - 


Ministry of Finance (Revenue. 


Division), New Delhi, the 
29th May, 1951. - 4 


- Relief), 


No. 47—It is notified for general 
information that the Central Gov- 
ernment are pleased to approve 
the institutions mentioned below 
for the purposes of sub-section (1) 
of section 15-B of the Indian 


Income-tax Act, 1922 (XI of 
1922). 
BIHAR. 
419. Patna Medical College, 
Hospital, Patna. 
420. Darbhanga Medical Col- 
lege, Hospital, Darbhanga. 
421. Itki Sanatorium, Ranchi. 
422. Indian Mental Hospital, 
Ranchi. 
423. State T. B. Association, 
Bihar. 
S, P. LAHIRI, 


Deputy Secretary 
to the Government of India. 


* k ka 


Central Board of Revenue, 
New Delhi, the 30th May, 1951. 


INCOME-TAX. 


No. 48——The following draft of 
an amendment to the Indian 
Income-Tax (Provident Fund 
(Central Board of 
Revenue) Rules, 1930, which the 
Central Board of Revenue pro- 
poses to make in exercise of the 
powers conferred by Chapter 
IX-A and Section 59 of the Indian 
Income-Tax Act; 1922 (XI of 
1922) is published for the infor- 
mation of all persons likely to be 
affected thereby and notice is 


hereby given that the said draft 
will be taken into consideration on 
or after the 2nd July, 1951. Any 
objection or suggestion which may 
be received from any person with 
respect to the said draft before 
the date specified will be consider- 
ed by the said Board. 


Draft Amendment. 


In Rule 7 of the said Rules for 
the letters and figures ‘Rs. 1,500’ 
the letters and figures ‘Rs. 8,000’ 
shall be substituted. 


S. P. LAHIRI, 
Secy., Central Board of Revenue. 


* * ™ 


Central Board of Revenue, 
New Delhi, the 3lst May, 1951. 


No. 49—In pursuance of sub- 
section (4) of section 6 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board af. 
Revenue directs that the following 
further amendments shall be made 
in the schedule appended to its 
notification No. 82 Income-tax 
dated the 9th November, 1946, 
namely :— 


In the said schedule— 


Under the sub-head ‘I-Madras 
and Mysore — 


(a) After entry ‘(19) Kolar’ 
under Madras ‘A’ Range, 
the entry ‘(20) Coorg’ shall 
be added. 


(b) The entry ‘(7) Coorg’ 
under Coimbatore Range 
shall be deleted and the 
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entries ‘(8)’ and ‘(9)’ shall 
be renumbered as ‘(7)’ and 
‘(8)’. 
S. P. LAHIRI, 
Secretary, 
Central Board of Revenue. 


* ‘ * mE 


Central Board of Revenue, 
New Delhi, the 8th June, 1961. 


To 
The Secretary, 
The Associated Chambers of 
Commerce of India, 
Royal Exchange, Calcutta. 


Sir, 
CIRCULAR No. 28 (SLIII-2) of 
1951. 


Subject: — Non-resident per- 
sons—Liability to Income-tax and 
super-tax—-Clarification of para- 
graph 4 of Board’s Circular 
No. 21 (XLITI-1) of 1951, dated 
the 9th May, 1951, 


With reference to your letter 
No, 830-A.C., dated the 25th May, 
1951, I am directed to say that the 
words ‘whichever is higher’ occur- 
ring in paragraph 4 of Board’s 
Circular No, 21 (XLIII-1) of 
1951, dated the 9th May, 1951 are 
not a typing error for the words 
“whichever is lower’. The sugges- 
tion made in the circular was in- 
tended to safeguard the person 
making the deduction from any 
future liability to pay tax which 
should have been deducted from 
the income paid to a non-resident. 
The correct position in Law, how- 
ever, is that till a non-resident 
person has exercised the option of 
being assessed on the basis of his 
total world income, his entire 
income accruing in India is liable 
to income-tax at 4 annas in the 
rupee plus surcharge and to 
super-tax at 3 annas in the Rupee 
plus Surcharge, 

Yours faithfully, 
S. P. LAHIRI, 
Secretary, 
Central Board of Revenue, 


Central Board of Revenue, 


New Delhi, the 30th June, 1951. - 


No. 59—In pursuance of sub- 
section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that with effect 
from the 1st July, 1951, the fol- 
lowing further amendments shall 
be made in the schedule appended 
to its notification No. 32—Income- 
tax, dated the 9th November, 1946, 
namely :— 


In the said Schedule— 


(1) Under the sub-head ‘III-A 
Bombay North’ for the Ranges, 
Income-tax Circles and Wards, 
the following Ranges, Income-tax 
Circles and Wards shall be substi- 
tuted, namely :— 


NAME OF THE CIRCLES OR 
WARDS 


RANGE 
Ahmedabad Range I 


Ahmedabad Special Circle I. 
Ahmedabad Special Circle II. 
Ahmedabad Circle I, A-Ward. 
Ahmedabad Circle I, B-Ward. 
Patan. 

Palanpur. 


Ahmedabad Range II 
Ahmedabad Circle II. 
Ahmedabad Circle III. 

Kadi Circle. 

Special Survey Circle I, Ahme- 
dabad. 

Mehsana Circle, 

Baroda 

Baroda, 

Nadiad Circle. 

Panchmahals District. 

Perlad Circle. 

Ahmedabad Circle I, C-Ward. 
Ahmedabad Circle I, D-Ward. 
Ahmedabad Circle I, E-Ward. 


Surat 


Ward-A, Surat. Ward-B, Surat. 
Ward-C, Surat. Ward-D, Surat. 
Surat Special Survey Circle II. 
Broach District. 
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Nasik - 
Nasik. 
East Khandesh District. 


West Khandesh District. - 
Navasgari Circle. 


Rajkot 
Rajkot Circle. 
Bhavnagar Circle? ’ 
Jamnagar Circle, 
Surendranagar Circle. ` 
Junagadh Circle. ` 
Amreli District. 
Viramgam: Circle. 
Bhuj Circle (Kutch). 


(2) Under the sub-head ‘III-B 
—Bombay South’. 


(i) After entry ‘‘(3) 
; Ahmednagar’ | against 
Poona Range, the- 
entry ‘(3-A) Thana 
District’ shall be ’ in- 
serted, and - Ki 


(ii) In entry (4) for the 
words ‘and . Ahmed- 
nagar only’ the words 
‘Ahmednagar and 
Thana District only’ 
shall be substituted. 


K. B. DEB, 


Under Secretary, 
Central Board of Revenue. 


* * * 


Central Board of Revenue, 
New Delhi, the 8rd July, 1951. 


Circular No. 39 (XLITI-2) of 
1951. 
Subject :——Non-residents—Op- 
tion of being assessed on the basis 
of world-income. 


For para. 4 of Board’s Circular 
No. 21 (XLIII-1) of 1951, (F. No. 
56 (13)—IT/5i, dated the 9th 
May, 1951) the following para. 
may be substituted, namely :— 


‘4, It should also be brought to 
the notice of all private employers 
that until their non-resident pen- 
sioners elect to be assessed on the 
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t- 


(the employer) 


basis of their total world income, 
the employers have to deduct tax 
under the law as follows :— 


(a) income-tax at the maximum 
rate plus 5 per cent, sur- 
charge, and 


(b) super-tax at 3 annas in the 
rupee plus 5 per cent, 
surcharge, OR at the rate 
of super-tax (including 
surcharge) applicable to 
the pension paid to the non- 
resident person, treating it 
as the income of a resident 
individual. 


whichever is higher. 


As employer may, however, till 


‘the pensioner has exercised the 


option by the 81st October, 1951 
at the latest, of being assessed on 
the basis of his total world income, 


‘deduct tax at a lower rate, treat- 


ing the pension as the pensioner’s 
total world income, provided he 
undertakes the 


_ responsibility of making good the 


‘Ministry of Finance 


short deduction if recovery can- 


not be made by him from the pen- 
sioner. The short deduction in 
such a case should be spread over 
the remaining months of the 
financial year 1951-52 commencing 
immediately after the date of the 
exercise of the option but not later 
than the 31st October, 1951. The 
employer may obtain the declara- 
tion of his pensioner and file it to 


the Income-tax Officer who 
assesses the employer.’ 
5. P. LAHIRI, 
Secretary, 


Central Board of Revenue. 


* * a 


(Revenue 
Division), New Delhi, the 
Sth July, 1951. 


To 
All State Governments, 
Part A & B States, 
All Chief Commissioners. 


Sir, a 


Circular No. 88-D (LVII-1) of 
1951. 


Subject:——Salaries and allow- 
ances-—-Rent free residence occu- 


pied by Government servants— 


Deduction of tax at source from 
the perquisite. 


I am directed to say that, 
though under section 18 (2) of 
the Indian Income-tax Act, there 
is no statutory obligation on the 
disbursing officers to deduct tax at 
source in respect of the value of 
rent free accommodation, the 
Central Government consider that 
in the case of Government 
servants, the accommodation occu- 
pied by persons in their payment, 
is taken into account for the com- 
putation of tax to be deducted at 
source at the time of payment of 
salary. This course would also be 
convenient to the Government 
servant, as he will not be required 
to pay tax in respect of the per- 
quisite in lump on assessment by 
the Income-tax Officer. 


2. It is also requested that a 
direction to all administrative 
authorities should also be issued 
to furnish to the disbursing 
officers (Accounts officers and 
Treasury officers in the case of 
Gazetted Government Servants 
and Heads of Officers in the case 
of non-Gazetted Government Ser- 
vants) an exhaustive list of the 
posts the incumbents of which are 
entitled to rent free residences, 
the rental value in. each case and 
other ‘particulars necessary for 
assessment of income-tax on the 
rental value of the rent free 
accommodation provided. The ad- 
ministrative officers may also be 
made responsible for intimating to 
the disbursing officer concerned 
the subsequent changes, if any, in 
the assessment of rental value or 
in the list of posts to which the 
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concession of rent-free residence 
is attached. In respect of the non- 
Gazetted Government Servants, 
the Audit Officer should also be 
kept informed of all cases of 
grant of rent-free residences. 


The value of such residences (ex- 
cluding value of rent-free furni- 
ture, water, electric and other 
services) should not ordinarily be 
taken at more than 10 per cent of 
the salary of the Officers. 


Yours faithfully, 
S. P. LAHIRI, 


Deputy Secretary 
to the Government of India. 


m k * 


Central Board of Revenue, 
New Delhi, the 9th July, 1951. 


Subject :-—Assessment—Income 


from property in Pakistan— 
Revenue losses in Pakistan— 
Treatment of—-Relaxation of 


Article VI (b) of the Indo-Pakis- 
tan Agreement for the avoidance 
of double taxation, 


Reference Board’s Circular 
No. 2 of 1950 (C. No. 9 (87) 
1.T/50 dated the 9th May, 1950). 


2. In para. 2 of the circular for 
the words and figures and upto 
and including the assessment for 
1947-48, where the following 
words and figures should be sub- 
stituted, namely— 


Upto and including the assess- 
ment for 1947-48 normally, and 
also upto and including the assess- 
ment year 1948-49 in cases where 
the accounting year of the asses- 
see ends after 31-3-47 and on or 
before 14-8-47 in the following 
manner :— 


where—’. 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue, 
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`. Central Board of Revenue, 
New Delhi, the 8th August, 1951. 


No. 75—In exercise of the 
powers conferred by sub-section 


(6) of Section 5 of the Indian 
Income-tax Act, 1922 (XI of 
1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 


(a) after item 67 the following item shall be inserted, namely: 


1 2 


67A Non-resident Income-tax Officer 


3 
Inspecting Assistant 


Appellate Assistant 
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in its notification No. 13 I.T. dated 
the 12th February, 1949, namely: 


In the Schedule appended to the 
said notification :— 


A 5 
a el, 
Commissioner of 


pensioners not 
assessed through 
statutory agents 
under section 43 
who draw this 
pension in the 
United Kingdom 
or into a colony 


having jurisdic- 
tion over the em- 
ployees of the 
employer paying 
pension. 


Commissioner of 
Income-tax who 
has been appointed 


to perform the, 


function of an Ins- 
pecting Assistant 
Commissioner in 
the area where the 


Commissioner of 


Income-tax hav- 


from a company 
or any other 
private employer 
who is assessed . 
in India. 


(b) in item 8 for the words and 
figure in brackets ‘S. No. 68’, the 
words and figures ‘S. No. 9, 67-A 
and 68’ shall be substituted. 


(c) in item 11 after the word 
‘Persons’ the words, figure and 
brackets ‘(except those falling 
under 8S. No, 67-A)’ shall be in- 
serted, and 


(d) in item 15 after the word 
‘Persons’ the words, figure and 
brackets ‘(except those falling 
under S. No. 67-A)’ shall be in- 
serted, 


5. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


% * * 


Central Board of Revenue, 
New Delhi, the 20th August, 1951. 


S.R.O. 1287.—In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 


Income-tax Officer, 
referred to in 
column 8 has juris- 
diction. 


Revenue directs that the following 
further amendment shall be made 
lin the Schedule appended to its 
Notification No. 82 Income-tax, 
dated the 9th November, 1946, 
namely :— 


In the Schedule appended to the 
said notification under the sub- 
head ‘X-Travancore and Cochin’ 
for the Ranges ‘and Income-tax 
Circles mentioned: against them, 
the following Ranges and Income- 
tax Circles shall be substituted, 
namely: 


Trivandrum: 
1. Nagercoil. 
2. Trivandrum. 


8. Quilon. 
Ernakulam ‘A’: 

1. Ernakulam. 

. TIrinjalakuda. 

8. Trichur. 

4. Salary Circle, Ernakulam. 
= 5. Special Survey Circle, 

Ernakulam, 


Income-tax” who ing jurisdiction 
has been invested: over the Income- 
with powers to tax Officer re- 
hear appeals ferred to in 
against the deci- Column 3. . 
sion of the. In- 
come-tax Officer 
referred to in 
Column 3.. l 
Y, 
PERT 
i 
Ernakulam ‘B’: 
1. Mattancherry. 
2. Alleppey. 
8. Kottayam. 
4. -Alwaye. 
4 x x 


Ministry of Finance (Revenue 
Division), New Delhi, the 
25th August, 1951. 


No. 87.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


West Bengal. 

460. T. B. Sanatorium, Ranchi 
of the Bharat Arogya 
Mandir, Calcutta. 

S. P. LAHIRI, 
Dy. Secy. 
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Ministry of Finance (Revenue 
Division), New Delhi, the 
27th August, 1951. 


No, 85.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) ‘of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922) :— 


Delhi. 


458. Sant Parmanand Blind 
Relief Mission, Delhi. 


No, 86.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922) :— 


Coorg. 


459. Sri Ramakrishna Charit- 
able Dispensary, Ponam- 


pet. 
- S, P. LAHIRI, 
Dy, Secy. 
m ii * 


Ministry of Finance (Revenue 
Division), New Delhi, the 
4th September, 1951. 


No. 88—It is ~ notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Punjab (India). 
461. S. D. College, Hoshiarpur. 
‘ S. P. LAHIRI, 
Dy, Secy. 


Ministry of Finance’ (Revenue 
Division), New’ Delhi, the 
6th September, 1951. 


No. 90.—It is notified for 
general information that the 
Central Government are pleased 
to approve the institution men- 
tioned below for the purposes of 
sub-section (1) of section 15-B of 
the Indian Income-tax Act, 1922 
(XI of 1922). 


Uttar Pradesh. 
462. D. A. V. College, Ordi. 


S. P. LAHIRI, 
Dy, Secy. 
* 5 * 


Central Board of Revenue, New 
Delhi, the 18th September, 19651. 


S.R.O. 1489.—In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 
in the Schedule appended to its 
notification No. 32.—Income-tax, 
dated the 9th November, 1946, 
namely :— 


_ In the schedule appended to the 
said notification, under the sub- 
head ‘IXsHyderabad’, the entry 
‘(4) Nalgonda’ shall be deleted 
and the subsequent entries shall 
be renumbered as 4 to 11 respec- 
tively. 


S.R.O. 1440.—In pursuance of 
sub-section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall be 
made in the Schedule appended to 
its notification No. 82——Income- 
tax, dated the 9th November, 
1946, namely :— 


In the said Schedule under the 
sub-head ‘I-Madras and Mysore’ 
under “Tiruchirapalli Range”, the 
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entry ‘(8) Pudukottah Circle’ 
shall be added. 
S. P. LAHIRI, 
Secretary. 
+ a i ¥ 


Income-tax Appellate Tribunal, 
Bombay, the 12th July, 1961. 


No. 7-A.T/51.—In pursuance of 
sub-section (8) of section 5-A of 
the Indian Income-tax Act, 1922 
(XI of 1922), the Appellate 
Tribunal is pleased to direct that 
the following further amendments 
shall be made in the Appellate 
Tribunal Rules, 1946, published in 
its notification, dated the 31st 
October, 1946, namely :— 


(1) Rule 4 of the said Rules 
shall be re-numbered as sub-rule 
(1) of Rule 4 and the following 
shall be added as sub-rule (2): 


“(2) Where at a headquarters 
other than Bombay there 
are two Benches of the 
Tribunal, the senior most 
member may transfer an 
appeal or an application 
from one of such Benches 
to the other.” 


(2) After sub-rule (3) of rule 
48, the following sub-rule shall be 
inserted, namely: 


“(4) Except in cases where 
copies are supplied free 
under the rules or instruc- 
tions for the time being in 
force and in cases covered 
by sub-rule (8), the scale 
of fees to be charged for 
the supply of copies 
urgently shall be twice 
those prescribed by sub- 


rule (1)”. 
By order of the Appellate 
Tribunal. 
| A. N. SHAH, 
President, 
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Banking. 


Ministry of Finance (Department 
of Economic Affairs), New Delhi, 
the 8th August, 1951. 


S.R.O. 12387.—In exercise of the 
powers conferred by section 53 of 
the Banking Companies Act, 1949 
(X of 1949), the Central Govern- 
ment, on the recommendation of 
the Reserve Bank of India, hereby 
declares that the provisions of 
section 24 of the said Act, in so 
far as they relate to its liability 
outstanding on the 27th February, 
1950, shall not apply to the Maha- 
luxmi Bank Ld., Calcutta. 


S. K. Sen, 
Dy. Secy. 
* ka x 


Ministry of Finance (Department 
of Economie Affairs), New Delhi, 
the 17th August, 1951. 


S.R.O. 1281.—-In exercise of the 
powers conferred by section 53 of 
the Banking Companies Act, 1949 
(X of 1949), and on the recom- 
mendation of the Reserve Bank 
of India, the Central Government 
hereby declares that the provisions 
of sub-sections (1) and (2) of 


Corporation Ltd., Faridpur, East 
Bengal in so far as it relates to its 
business in India, 


S. K. Sen, 
Dy, Secy. 
mI W% * 


Reserve Bank of India, Bombay, 
dated the 17th August, 1961. 


S.R.O. 1283.—In pursuance of 
sub-section (1) of Section 13 of 
the Foreign Exchange Regulation 
Act, 1947 (VII of 1947) and in 
supersession of the Notification of 
the Reserve Bank of India No. 
F.E.R.A, 14/47-R.B., dated the 
25th March, 1947, the Reserve 
Bank hereby permits any person 
to transfer any security express- 
ed to be payable in Indian currency 
or create or transfer any interest 
in such a security to or in favour 
of a person resident in the French 
territories in India or the Portu- 
guese territories in India or to 
issue any such security to any 
such person. 


N. SUNDARESAN, 
Dy. Governor. 


* me me 


Ministry of Finance (Department 
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S.R.O. 1846.—In exercise of the 
powers conferred by section 53 of 
the Banking Companies Act, 1949 
(X of 1949), and on the recom- 
mendation of the Reserve Bank of 
India, the Central Government 
declares that the provisions of 
section 16 of the said Act shall not 
apply to the Travancore Bank 
Ltd., the Central Banking Corpo- 
ration of Travancone Ltd., and 
the Indo-Mercantile Bank Ltd., in 
so far as directors nominated by 
the Government of Travancore- 
Cochin are concerned. 


S. K. Sen, 
Dy, Secy. 
zt $ * 


Ministry of Finance (Department 
of Economic Affairs), New Delhi, 
the 18th September, 1951. 


S.R.O. 1481.—In exercise of .the 
powers conferred by sub-section 
(3) of Section 1 of the Banking 
Companies (Legal Practitioners’ 
Clients’ Accounts) Act, 1949, 
(XLVI of 1949), the Central Gov- 
ernment hereby appoints the Ist 
day of October, 1951, as the date 
on which the said Act shall come 
into force in the State of Punjab. 





section 11 of the said Act shall not of Economic Affairs), New Delhi, S. K. Sen, 
apply to the Faridpur Banking the 29th August, 1951, Dy. Secy. 
MEMBERSHIP 
; LIST OF MEMBERS ENROLLED DURING SEPTEMBER, 1951. 

; Date of 

Membership No. Name Place P 
ASSOCIATES 

2071 * Guruswami Saslri Narayanaswami New Delhi “1-9-1951 
2072 (R) * Vajjhala Ananthanarayana Madras 3-9-1951 
2073 * Shiv Chandar Gandhi Madras 7-9-1961 
2074 Vachaspati Dikshit .. sà Calcutta 16-9-1951 
2075 Rameshchandra Sankalchand Sha Ahmedabad 16-9-1951 
2076 Nambiyur Sundaram Iyer Subramanyam Cuddalore 16~9-1951 
2077 * S. Ramakrishna a Madras 16~-9-1951 
2078 Ram Shanti Swarup Shukla Kanpur 20-9-1951 
2079 V. M. Sundaram Tirunelveli 20~-9-1951 


i 
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Membership 
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Date of 
N 
No. a Place enrolment 
2080 * H. Nambi Ayyar Bombay 209-1951 
2081 * Bikas Chandra Ray Calcutta 259—1951 
2082 * Jal Khurshedji Daruvala Bombay 259—1951 
2048 Swaminatha Sitaram .. Calcutta 29-9-1951 
FELLOWS 
1050 Basudeo Chhawchharia T Calcutta 12-8-1951 
1065 Vemur Masilamani Ramakrishna Madras 1-9-1951 
* Denotes not in practice. (R) Denotes restoration to membership. 
* * * $ * * tt if k 
STATISTICS FOR THE MONTH OF SEPTEMBER, 1951. 

Associates enrolled .. .. 12 Cancellation of Certificate of Audit Clerks registered .. 53 

Fellows admitted 7 9 Practice: Audit Clerks’ registration 
Associates restored .. 9 Associates .. ve a | cancelled . Nil 

Associates converted into Applications received for the 

Certificate of Practice issued: Fellows é November, 1951 Examina- 

Associates a .. 68 Fellows . Nil tion: 

Fellows S à .. 40 Articles registered :. s< 55 Final . 756 
Termination of Membership. Nil Articles cancelled . Nil First . 260 


THE BOMBAY REGION CHARTERED ACCOUNTANTS CONFERENCE. 


The Bombay Region Chartered 
Accountants Conference was held 
in Bombay on the 29th, 30th 
September and ist and 2nd Octo- 
ber, 1951 at the Taj Mahal Hotel, 
Bombay. 


On the 29th September at 
3-30 P.M. nearly 500 members had 
gathered at the Taj Mahal Hotel 
along with some distinguished 
guests. Mr. C. C. Chokshi, one of 
the secretaries of the Conference 
Committee read messages of good 
wishes from the members of the 
Cabinet of the Central Govern- 
ment and other distinguished men 
of India. Then Shri N. J. Shah, 
the Chairman of the Conference 
Committee read the address of 
welcome,. full report of which is 
given below. After reading the 
address of welcome, the Chairman 
introduced to the members present 
Shri..G. P. Kapadia, President of 


the Institute of Chartered Ac- 
countants of India, giving a short 
account of his achievements and 
activities and requested him to 
inaugurate the conference. 


The President of the Institute 
of Chartered Accountants of India 
after first paying his respects to 
his Guru, Mr. Engineer, read his 
address inaugurating the confer- 
ence. Full report of the address 
is given below. On the President 
of the Institute inaugurating the 
conference the Chairman of the 
Conference Committee requested 
some of the guests to say a few 
words. After this, there was a 
short and nice musical entertain- 


ment and with a vote of thanks . 


the day’s proceedings terminated. 


_ On the second day of the confer- 
ence, ie, on the 30th September, 


1951 there was a cinema show at 
the Excelsior Theatre for the 
members of the profession belong- 
ing to the region and their wives. 
At 2-30 P.M. the conference again 
assembled at the Taj Mahal Hotel, 
when Shri G. P. Kapadia, Presi- 
dent of the Institute read a paper 
on “Role of a Chartered Account- 
ant.” The paper read by the 
President of the Institate is at- 
tached as a supplement to this 
Bulletin. 


The Chairman of the Confer- 
ence Committee, Mr. N. J. Shah 
gave a talk on “Ideals of the Ac- 
countancy Profession.” 


Shri N. R. Mody of Ferguson & 
Co. and a member of the Council 
of the Institute of Chartered Ac- 
countants of India read a paper on 
“Depreciation in relation to the 


October, 1951. 


Concept of Replacement Costs”. 
The speakers on this paper were 
Shri J. K. Doshi and Shri S. V. 
Ghatalia. After these people 
spoke, a number of members 
took part in the discussions and 
lastly Shri N. R. Mody gave his 
reply to the points raised by the 
speakers and the persons who took 
part in the discussions. 


Next Shri M. P. Mistri gave a 
talk on “Some Practical Aspects 
of Income-Tax Practice and Pro- 
cedure.” 


Then Shri P. C. Hansotia read 
a paper on “Staff Training Facili- 
ties and Education of the Ac- 
countancy Profession.” The 
speakers on this paper were Dr. 
R. C. Cooper and Shri H. S. 
Banaji. This was followed by 
number of members partaking in 
the discussions on the paper and 
Shri P. C. Hansotia replied to the 
points raised by the members in 
the discussion. 


Lastly, Shri A. K. 5. Aiyar read 
a paper on “Report Writing and 
Presentation.” The speakers on 
this paper were Shri A. S. 
Thakkar and Shri V. N. Raiji and 
after some discussion Shri A. K. 8. 
Aiyar replied to the points raised. 


With a vote of thanks, the day’s 
proceedings concluded. 


On the third day of the confer- 
ence at 8 P.M. on the Ist October, 
1961 Shri G. P. Kapadia, President 
of the Institute gave a talk on 
“This ‘Business’ of ‘Income’ Tax.” 


This was followed by a very 
interesting paper on “Back Duty” 
by Shri N. M. Shah, a member of 
the Council of the Institute of 
Chartered Accountants of India. 
This paper will be published in 
the Bulletin part by part from 
November onwards. The speakers 
on this paper were Shri B, C, Shah 


and Shri N. R. Mandviwala. After 
discussion on the paper, ShriN. M. 
Shah replied to.the points raised. 


Next Shri R. P. Dalal, a member 
of the Appellate Tribunal of 
Income-tax gave a talk on “Audi- 
tors: Their Duties, Responsibili- 
ties and Liabilities.” 


Then Shri R. K. Dalal read a 
paper on “Logic Behind the 
Charge of Income-tax.” The 
speakers on this paper were Shri 
D. L. Bhatt and Shri M. P. Chitale. 
After discussion on the paper, 
Shri R. K. Dalal replied to the 
points raised. 


Next Shri C. C. Chokshi read a 
paper on “General Principles of 
Valuation of Shares of Joint Stock 
Companies.” The speakers on 
this paper were Shri E. J. Dastur 
and Shri B. N. Pardiwala. After 
some discussion on the paper Shri 
Chokshi replied to the points 
raised. 


With a vote of thanks the day’s 
proceedings concluded. 


On the fourth day of the Con- 
ference the members of the 
region were taken round the 
Bombay Harbour in a cruise com- 
mencing from 9 A.M. to 6 P.M. The 
cruise was a very pleasant func- 
tion at the close of which the con- 
ference came to a conclusion with 
a vote of thanks to the conveners 
and all the members to be partici- 
pated in it. 


* k * 


Address of Welcome by Mr. N. J. 
Shah, Chairman of the Conference 
Committee. 


Mr. President, Honoured Guests 
and Friends, 


It is my very pleasant duty and 
proud privilege to extend to you 
all on behalf of the Conference 
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Committee a very warm and 
cordial welcome to this Confer- 
ence of the Chartered Account- 
ants of the Bombay Region which 
comprises the States of Bombay, 
Saurashtra and Kutch. It is, so 
far as I know, for the first time 
in the history of the profession 
that a conference of this kind is 
being held in Bombay. For a long 
time past there had been a feeling 
in the minds of a large number 
of Chartered Accountants that, 
although the profession had been 
long in existence, there were 
hardly any opportunities for the 
members to meet for the study 
and discussion of the various im- 
portant and complex problems 
that faced them from time to time, 
and also there were seldom any 
occasions when they could meet 
one another and make and develop 
personal contacts. It was, how- 
ever, only about three months 
back that out of this feeling was 
born in the minds of a few young 
Accountants the idea of holding 
such a Conference. The first step 
they naturally took was to infor- 
mally approach most of the senior 
firms of Chartered Accountants in 
the city with a view to ascertain 
their views in this respect. They 
also contacted a good many junior 
members of the profession to find 
out how they viewed the idea. I 
need hardly say that the response 
from one and all was most encour- 
aging. They were assured of full 
co-operation and wholehearted 
support. The next step followed 
without any delay. A committee 
of workers came into being and 
smal] sub-committees were formed 
to work out the details and formu- 
late the plans for holding the Con- 
ference. The result of these 
efforts we witness to-day. 


Compared to the profession in 
some of the more advanced coun- 
tries of the world, the Account- 
ancy Profession is young in India. 
As we all know, it wag less than 
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forty years ago in 1913 that for 
the first time statutory qualifica- 
tion for an auditor was introduced 
in the Indian Companies Act. 
Prior to this period anyone who 
so desired could practise the pro- 
fesston and was entitled to be 
appointed auditor of a public 
limited company. This period of 
about forty years has seen a 
tremendous development in the 
country’s industry and commerce. 
Simultaneously with this expan- 
sion the profession of Accountancy 
has also progressed from strength 
to strength. At the time the 
statutory qualification was intro- 
duced there were just a handful 
of accountants. To-day the 
number of members of the profes- 
sion in India is nearly 2,000 and 
this number is rapidly increasing. 


This period also saw two world 
wars and with these cataclysms 
have come enormous changes in 
the world’s economy. The tre- 
mendous speeding up of means of 
‘transport and communications has 
made the world a much smaller 
place than it was four decades 
ago. The rapidity with which 
science advances and new inven- 
tions and discoveries are made 
makes what is good and satisfying 
to-day absolutely out of date and 
wholly inadequate tomorrow. 
India too could not escape the 
effects of these vast changes and 
the face of the country is vastly 
different from what it was before 
the first world war. Life.in the 
country which was a simple affair 


and moved slowly then has now 


become a whirlpool of complexities 
and moves at a bewildering pace. 
There is hardly any phase of the 
life of the people which is not 
touched by these rapidly moving 
currents in the world. 


With these rapid changes touch- 
_ing the life of the nation at every 
point and with the unprecedented 
expansion of industry and trade 


the existing laws were found to 
be absolutely inadequate. The 
urgent necessity thus arose from 
time to time to bring legislation in 
all the fields in line with the new 
and varied requirements. Thus 
we find to-day that the laws affect- 
ing the life of the people which 
were few and simple and easily 
understandable have rapidly 
multiplied and become so compli- 
cated that it has become almost 
impossible for an ordinary citizen 
to keep a count of them or to 
understand them. So the Com- 
pany and Income-tax laws and the 
Insurance and Banking laws and 
other laws with which the practice 
of the Accountancy profession is 
intimately connected have become 
progressively very complex pieces 
of legislation. Side by side with 
this development the principle of 
limited liability has found greater 
and greater approval and this 
period of forty years has witness- 
ed an enormous growth in the 
number of both public and private 
limited companies. But for the 
acceptance of this principle it 
would have been impossible to 
bring into existence large indus- 
trial and commercial enterprises. 


The accountant whose main 
work not long ago was auditing 
the accounts of joint stock com- 
panies is now called upon to 
undertake numerous other im- 
portant duties and responsibilities 
in relation to commerce and indus- 
try, and has thus come to occupy 
a definite and honoured place in 
the nation’s life. His services are 
now in demand not only in the field 
of trade and industrial activity 
but he has also to play a very 
useful and important role in the 
social and cultural spheres of the 
national life, as it has come more 
and more to be recognised that the 


progress and activity in the 
former produce tremendous reper- 
cussions in the latter, 
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The profession, after the statu- 
tory qualification for an auditor 
was made obligatory nearly four 
decades ago, has taken rapid 
strides and as the number of 
accountants increased the status 
of the profession also rose. With 
the attainment of Independence 
by the country in 1947 the demand 
for an autonomous body which 
had been agitating the minds of 
a large number of accountants 
gained in momentum and it was in 
1949 that the profession achieved 
the autonomous status when the 
Chartered Accountants’ Act was 
placed on the Statute Book. Thus 
the long-felt need for a proper 
organisation of the profession has 
been supplied by the Act. Though 
the profession was getting slowly 
organised before the Act, the pro- 
cess was too slow. With the pass- 
ing of the Act the responsibility 
for the organisation, progress and 
maintenance and enhancement of 
status solely rests in the hands of 
the profession itself. The team 
that took over the affairs of the 
profession from the Government, 
I mean the Council, with our very 
able and indefatigable President, 
shri G. P. Kapadia, at its head, 
has not only been sparing, as we 
have seen in the two years of the 
working of the Act, no efforts to 
set the profession on a thoroughly 
organised footing but is also doing 
everything in its power to raise 
and enhance the status and repu- 
tation of the profession. 


This rise in the status of the 
accountant and the enlargement 
of the field of his activities have 
also simultaneously along with 
them brought much heavier duties 
and responsibilities on him, In 
the measure that we are able to 
discharge these successfully shall 
we rise to further heights. 


Although the profession has ob- 
tained a wide recognition both 
from the Government and a large 
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section of the public, yet there is 
not a small number of people who 
regard the auditor, rightly or 
wrongly, aS a person who comes 
along periodically or once a year, 
compares the entries in the Books 
with the vouchers produced and 
ticks them off in red, blue or green 
without the slightest regard to 
the ultimate truth or correctness 
of the entries. If, therefore, this 
concept of the Auditor is to be 
removed and we are to attain the 
position and prestige attained by 
the profession in some of the more 
advanced countries of the world, 
we shall have not only to work 
hard but shall also have to estab- 
lish the highest standards of inte- 
grity and professional ethics. 
Every member of the profession 
will have to regard himself as the 
guardian of the honour of the 
profession, as we know the mis- 
conduct of one of us does more 
harm to the prestige and reputa- 
tion of the profession than the 
good that may be achieved by the 
proper and honourable conduct of 
many of us. That we are on the 
right road I have not the slightest 
doubt and if we put forth a sincere 
and honest effort and carry out 
our duties and responsibilities 
with a high sense of professional] 
honour and integrity the day will 
not be far off when the signature 
of a Chartered Accountant will 
come to be accepted as a hallmark 
and guarantee of truth and 
correctness, 


It also cannot be too much 
emphasised that if we are to per- 
form successfully the multifarious 
functions that we are now more 
and more being called upon to 
undertake, our knowledge and 
equipment will have to be of a 
much higher quality than hereto- 
fore. With the attainment of 
freedom the problems that face 
the country and demand solution 
are much more different, difficult 
and complex than they were when 


the country was under the British 
Rule. Then the British had the 
responsibility for solving them. 
To-day we have to depend solely 
on ourselves for straightening out 
our difficulties. Needless to say, 
if the accountants are to play the 
role that is being played by their 
brethren in England and America 
in the solution of these economic 
and financial problems, the Char- 
tered Accountants in this country 
will have to be equipped with far 
greater knowledge of these affairs 
than they have been so far. 


Even in the smaller field of 
auditing our methods so far being 
followed will have to be complete- 
ly changed. A more modern tech- 
nique which would avoid a mere 
routine checking and aim at a 
greater examination of the several 
facets of the concern will have to 
be employed. The audit procedure 
ordinarily followed here, to my 
mind, while it passes through a 
maze of non-essentials, not infre- 
quently the essentials are entirely 
lost sight of. If a more revealing 
and satisfying picture of a busi- 
ness or an industrial undertaking 
is to be presented, the audit pro- 
cedures hitherto obtaining will 
have to be entirely revised and 
recast. 


In the matter of the presenta- 
tion of.the accounts much remains 
yet to be done. While the trend, 
and indeed a very welcome trend, 
is towards the published accounts 
being more informative in all 
aspects, yet in the vast majority 
of cases the accounts give nothing 
more than what is just obligatory 
under the Act and that too in a 
manner which is hardly informa- 
tive. The Chartered Accountants 
have a duty to do in this respect 
in educating and persuading their 
clients to take up the new trend. 
I am sure a good many of us are 
constantly trying to adopt modern 
and continuously evolving techni- 
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ques and persuading our clients to 
do likewise. We may succeed in 
some instances, we may fail in 
others, but needless to say our 
efforts in this direction must 
ceaselessly go on. 


The Act which has indeed been 
very heartily welcomed as fulfil- 
ling a long-cherished desire of the 
accountants, however, leaves one 
or two very important voids which 
I should like to refer to here. I do 
not know by what process of logic 
the provision denying the right to 
use the designation “Chartered 
Accountant” to the non-practising 
members came to be incorporated 
in the Act. But to say the least, 
as many of us said at the time the 
Act was on the anvil, the provi- 
sion did a great injustice to a 
large section of the members of 
the Institute who, although they 
go through the same training and 
pass the same examinations, 
choose not to practise the profes- 
sion. I am glad the Council has 
realised the unfairness of the posi- 
tion and requested the Govern- 
ment to delete this provision. I 
hope and trust the Government 
will lose no time in amending the 
Act for the purpose and thus re- 
moving the provision which has 
been rightly felt to be very unjust. 


Further, as we know, no provi- 
sion for the meetings of the 
members of the Institute is made 
under the Act. The Annual 
Meeting provided for is of the 
members of the Council. Thus it 
comes about that once a member 
has cast his vote and the Council 
is elected, his part, so far as the 
administration and the conduct 
and control of the profession are 
concerned, is at an end. If he has 
any grievance or if he has any- 
thing to say with regard to the 
conduct of the affairs of the pro- 
fession by the Council the only 
recourse he has is to submit 
memorials or petitions. Until, 
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therefore, the next election comes 
round every member has to be a 
passive looker on. At the election 
again all that a member can do is 
to cast his vote in favour of the 
candidate he approves and then 
again repeat the process I have 
outlined. There is no occasion 
provided when he and those of 
his way of thinking can voice 
their protest against or approval 
of the doings and policy of those 
in charge of the affairs of the Insti- 
tute. I realise why possibly no 
provision for meetings of mem- 
bers, annual or any other, was 
made in the Act. Ours being an 
all-India body perhaps it was 
thought that it would not be feasi- 
ble or practicable to hold such 
meetings as members would not 
like or care to travel long dis- 
tances and incur the necessary 
expenses to attend the meetings. 
I am sure, however, that if the 
provision was there quite a 
number of members would have 
certainly been glad to attend as 
this would offer them not only an 
opportunity of placing their views 
in regard to the administration 
before the Council and other 
members present but also of 
making and developing personal 
contacts and of knowing how they 
feel on certain problems. 


While I say this, I am, of 
course, not unconscious of the 
very welcome provision made in 
the Act for the formation of the 
Regional Councils. The purpose 
of these Councils is to provide on 
regional basis for certain very 
desirable corporate activities 
which otherwise would not be 
possible of being undertaken. As 
I said at the very outset there are 
very few opportunities for the 
members to meet for the discus- 


sion of the innumerable problems 
that arise in practice, nor is there 
any machinery by which certain 
uniform or agreed practices can 


be evolved in regard to the re- 
quirements under the various 
Acts, after proper study and dis- 
cussion, which will have the 
backing of the considered opinion 
of the profession. It is not infre- 


‘quently that the younger members 


of the profession desire authori- 
tative guidance from the senior 
members. But where is the meet- 
ing ground to-day? Where are 
the opportunities for the members 
to develop contacts with one 
another which are so desirable 
and necessary? I may be pardon- 
ed when I say that to-day we are 
a collection of individuals and not 
a body. I hope, therefore, that no 
time will be lost in bringing into 
being the Regional Council. 


While these will fulfil a good 
many essential needs we keenly 
feel to-day, the finding of means of 
welding the profession into one 
strong well-knit all-India body 
will still remain to be achieved. 
For this purpose opportunities 
and occasions will have to be 
found and provided for on an all- 
India basis. This can be achieved, 
to my mind, by a proper co-ordina- 
tion of the work of Regional 
Councils and by conferences on 
all-India basis. I hope it will not 
be long before periodical all-India 
conferences become a regular 
occurrence in the profession. 


I should, however, not be 
understood to mean that then the 
Regional Conferences will be out 
of place or unnecessary. The Re- 
gional Conferences have a definite 
contribution to make and while it 
may not be practicable to hold 
them annually to start with, I 
think the ultimate aim should be 
to have them every year. 


This Conference has been plan- 
ned within a short time and there- 
fore, before I conclude, I should 
like the members to forgive the 


Committee for any shortcomings 
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they may find in the arrangements 
made and the procedure followed. 
I need hardly say that we have not 
had much experience in planning 
such a conference. I have no 
doubt, however, that the experi- 
ence gained this time will be very 
useful to those who will have the 
arrangements for holding the next. 
conference entrusted to their care, 


Once again I welcome you all to 
this Conference. eae! 


k nw 4 


Address by Shri G. P. Kapadia, 
President of the Institute of Char- 
tered Accountants of India at the 
time of the Inauguration by him 
of the Bombay Region Chartered 
Accountants Conference. 


Friends, a 

I am thankful to the Conference 
Committee for the honour they 
have done me in inviting me this 
afternoon to inaugurate this Con- 
ference. In fact I am one of you 
and I also have the privilege of 
welcoming you all and in particu- 
lar the Members of the Council 
from outside the region of Bombay 
who have so kindly graced the 
occasion with their presence. I 
also welcome the other distin- 
guished guests. 


2. This is the first Conference 
of its type to be held by Chartered 
Accountants and it has fallen to 
the lot of Bombay again to take 
the lead. Bombay has had the 
good fortune of taking a lead in 
respect of many vital matters and 
I am sure that this lead will be 
followed up by the other regions. 
In fact, it may be that before long, 
we may have an All-India Confer- 
ence under the auspices of the 
Council of the Institute of Char- 
tered Accountants of India. The 
present attempt, as you have 
rightly pointed out, has the sup- 
port of the entire profession so far 
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as this region is concerned. This 
is in the fitness of things and with- 
out the willing co-operation of one 
and all, a conference like this 
cannot be a success. 


38. A reference has been made 
to the life of the profession in this 
country and a comparison has also 
been attempted with the present 
status of the accountancy profes- 
sion outside India, but I do not 
agree with the view that the pro- 
fession itself should be called as 
a profession in infancy. I do con- 
cede the point that so far as the 
formation of the Institute is con- 
cerned it is only two years old. 
The attainment of autonomy by 
the profession has been a long pro- 
cess of evolution and conditions 
in 1918 when the amended Com- 
panies Act was put on the Statute 
Book were very much different 
trom what they are today. At 
that time certificates were granted 
to persons who had the requisite 
experience with regard to the 
audit of accounts and who were 
considered fit enough to be 
appointed auditors of public com- 
panies. This was the stage which 
can be compared with the first few 
years of the Institutes or Socie- 
ties of Accountants existing 
abroad, A distinct change, how- 
ever, came in the year 1931 when 
the Government of India consti- 
tuted a prospective Accountancy 
Board. I am using the word 
‘prospective’ because two meetings 
of the Informal Committee of the 
prospective Members of the Indian 
Accountancy Board were held in 
the year 1981. It is interesting to 
note that in those days, which 
were quite different, considera- 
tions which weighed were not the 
principle of democracy or the 
respect for the wish of the elec- 
torate but it was then thought fit 
‘to preserve a balance of various 
different classes, of professional] 
qualifications, business interests 
and between different parts of 


India.” . The work of this Informa] . 


Committee was more or less res- 
tricted to the review of the draft 
rules which were proposed to be 
framed under the Indian Compa- 
nies Act. 


4. The first meeting of the 
Indian Accountancy Board as 
such was however held on the 6th 
of December, 1932. The composi- 
tion of the Board was on a nomi- 
nation basis taking into considera- 
tion the balance to be preserved 
as I have mentioned before. A 
good deal of time of the Board and 
its Committee was devoted to the 
consideration of applications to be 
put on the Approved List as it 
then was known and all of you 
are aware of the inequity of the 
provision in this behalf which was 
at a later stage done away with. 
The meetings of this Board were 
held only once a year and it was 
only at its seventh meeting held 
on 15th December, 1988, that the 
scheme for an elected Board was 
discussed. It is interesting to 
note that suggestions were made 
to make appointments by way of 
nomination to redress inequali- 
ties, to have business representa- 
tives, to have Government officials 
and the last suggestion was to 
have elected representatives. Ulti- 
mately, it was decided that the 
time had then come when an elect- 
ed element should be introduced 
and the Board’s decision was to 
have two persons nominated by 
Government being persons in 
service of Government, to 
have two representatives who 
ought to be Registered Ac- 
countants to be nominat- 
ed, one by the Associated Chamber 
of Commerce and one by the 
Federation of Indian Chambers of 
Commerce and Industry, four 
persons to be nominated by Gov- 
ernment for redressing inequali- 
ties and twelve persons to be 
elected. I may put this period of 
about nine years as the first phase. 
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5. The first ' Board with an 
elected element met on the 11th 
and 12th of December, 1989, and 
two members of the Council of the 
Institute were on this Board—lI 
refer to Mr. S. N. Banerjea and 
Mr. P. R. Mehra. Two other 
members of the Institute, viz., 
Messrs. E. J. Dastur and R. P. 
Dalal who are present here this 
afternoon were also members of 
that Board. It would be of inter- 
est to you to note that at this very 
first meeting a discussion took 
place as to the designation Char- 
tered Accountant being given to 
qualified auditors in the country 
and this very Board decided that 
Government should be requested 
to secure by such means, lawful 
and proper, the designation of 
Chartered Accountants for Regis- 
tered Accountants in India. Gov- 
ernment, however, made a stipu- 
lation to the effect that so far as 
their views were concerned there 
was a complete and entire reserva- 
tion. This Board also met only 


“once in a year and at its meeting 


held on 11th December, 1941, a 
proposal was made to the effect 
that only one designation, t.e. Re- 
gistered Accountant, should be 
used but this suggestion did not 
meet with the approval of the 
Board. The second phase of about 
six years ended with the Board’s 
meeting held on 18th March, 1944. 
The twelfth meeting held on the 
12th of April, 1945, was a meet- 
ing of the newly constituted 
Board. It is worth noting that 
hereafter meetings became more 
frequent instead of yearly meet- 
ings and the subjects discussed 
were not merely those relating to 
the amendment of the rules or the 
training of articled clerks but at- 
tention was focussed on matters 
of vital interest to the profession, 
i.e. autonomy for the profession 
and its status. The .determined 
effort which was put in from this 


time and onwards is reflected in 
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the work of the Board during the 
years 1945 to 1948 which I put as 
the third and the last phase. The 
efforts of the members of the 
Board gathered considerable mo- 
mentum during this period and 
things moved with speed and 
matters were brought in a focuss- 
ed way for consideration by Gov- 
ernment. The first encourage- 
ment that was received was at one 
of the meetings which was presid- 
ed over by the then Commerce 
Minister, Mr. C. H. Bhabha, and 
a tentative scheme was put forth 
for consideration. According to 
the scheme a restricted autonomy 
- Was suggested to be offered and in 
fact nearly half the number of 
members to the proposed set up 
were to be nominated. There was, 
however, no vestige of autonomy 
in these proposals and actually at 
a subsequent stage a suggestion 
was made to set up an Expert 
Committee of eight persons of 
whom two would be members of 
the Board including one to be 
nominated by Government. This 
proposal met with a very stout 
opposition from the members of 
the Board at that time and a stage 
was reached when most of the 
members thought in terms of 
resignation from the Board over 
this issue. I took up the matter 
then with the then Secretary to 
the Ministry of Commerce and 
was able to persuade him to have 
a different approach made to the 
matter. It was ultimately left to 
the good offices of Mr. C. C. Desai 
to give us something concrete in 
this matter. I have a very vivid 
recollection of my first meeting 
with him and when I complained 
about the delay in the setting up 
of the Expert Committee, he 
straightaway called the Secretary 
of the Board and inquired as to 


what was holding up matters. I 
impressed upon him the need for 
having an Expert Committee with 
a substantial element of the pro- 


. fession’s members without which 


justice could not be done to the 
subject matter. I also made a 
request to him to preside over the 
deliberations of such a Committee 
and ultimately with the agreement 
of my colleagues on the Board we 
were able to evolve a formula 


whereby five practising members. 


of the profession on the Board 
were included in the Expert Com- 
mittee, the other four being 
Mr, C. C. Desai as its Chairman, 
Mr. K. Santhanam, now the 
Honourable Minister of State for 
Railways, Mr. G. D. Apte, repre- 
senting commercial interests and 
Mr. A. L. Sahgal, Member of the 
Income-tax Appellate Tribunal. 
It was indeed a piece of good luck 
for the profession to have this 
combination and my colleagues on 
the Expert Committee who were 
all returned as elected members 
of the First Council of the Insti- 
tute still remember the days which 
were spent in Delhi and Ootaca- 
mund in preparing the background 
of the autonomous body. We all 
worked in complete harmony and 
with the singular purpose of 
giving the profession an autonom- 
ous structure, also providing for 
the proper evolution thereof in 
course of time. I also recollect 
with legitimate pride the part 
played by the then members of the 
Board and the members of the 
Expert -Committee who gave in 
their best to the profession. 


6. The first Council of the 
Institute came into existence on 
the 15th day of August, 1949, and 
I had the proud privilege of being 
elected its first President. It has 
also fallen to my humble lot to be 
in service of the Institute for two 
more years, t.e. for the entire life 
of the first Council. It is only 
with the very willing co-operation 
of my colleagues on the Council 
and the members of the profession 
as well that we, the members of 
the Council have been able to bear 
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this burden on our shoulders, It 
is also gratifying to note that we 
have been able to put the Institute 
on a sound footing within a short 
period of two years. 


Y. A reference was made to 
the want of opportunity to the 
members to meet for study and 
discussion of the various import- 
ant and complex problems that 
face them from time to time. In 
this connection it will not be out 
of place if I made a specific men- 
tion of the formation of private 
associations or societies or insti- 
tutes. In the important centres 
in India such private societies 
have been formed and have been 
in existence for a number of years, 
Giving the example of Bombay, I 
can cite the Indian Society of 
Accountants and Auditors which 
played some part for a period of 
time. The next stage so far ag 
Bombay is concerned was when 
there was no concerted action as 
such but some years back the 
Indian Institute of Accountants 
was brought into existence. The 
latest society brought into exist- 
ence is the Bombay Chartered 
Accountants Society which was 
formed some time before auto- 
nomy was obtained. In Madras 
we have the Society of Auditors; 
we have -two such societies in 
Delhi and one in Bengal. Practi- 
cally each and every. such society 
or association included and conti- 
nues to include amongst its objects 
the attainment of autonomy for 
the profession and practically al 
the multifarious activities which 
a governing body would be able to 
conduct find place in the constitu- 
tions of such bodies. The utility 
of these bodies might have been 
there in days gone by but with the 
formation of the statutory Insti- 
tute and the impending creation 
of the regional councils, it is but 
appropriate that the members of 
the Institute do not now attach 
that importance to these bodies. 
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After all, it is to common advant- 
age that energies are not frittered 
away in individual pursuits and 
there is concerted action. The 
Central Council which governs the 
profession today expects the full 
and willing support of every mem- 
ber of the Institute and local 
interests can be taken care of by 
the regional councils. These are 
the institutions or bodies to which 
we must owe our allegiance and 
these are the only bodies which 
should remain as the bodies to 
speak for the profession, whether 
as an all-India body or as separate 
regional bodies in the different 
States or rather the regions. |I 
am very confident of the fact that 
with the formation of Regional 
Councils these private societies 
will cease to exist. It is only after 
the formation of the Regional 
Councils that opportunities for the 
members to meet will arise. After 
all the desire to meet and the 
desire to do something construc- 
tive, something good for the pro- 
fession, always results in some- 
thing fruitful. It is only the 
apathy of a large number of 
members which has prevented the 
fulfilment of the objective in this 
behalf. The very fact that there 
was keen desire in the minds of 
most of the members of the Insti- 
tute in the Bombay Region has 
given shape to this Conference 
and this is a proof positive of the 
fact that a fruitful result always 
flows from a keen desire to 
achieve some objective. 


8. The number of qualified 
accountants in this country was 
negligible during the period 1918 
to 1986 and even as late as the set 
up of the Expert Committee the 
number was much less than what 
it is today. Today we have over 
2,000 members and in course of 
time the membership is bound to 
increase. There has been tre- 
mendous progress made during 
the last two decades, the country’s 


environment has completely 
changed, the old order has given 
place to new. Independence for 
the country brought with it 
better ideas, new ideals and also 
added strength to the demand of 
the profession for autonomy. The 
conservatism of the past and the 
ideas about reservation of certain 
interests or the redressing of in- 
equalities have all disappeared 
and we see the clearer picture 
where the voice of the profession 
counts, where the voice of the 
electorate is the voice of the 
profession and the will of the 
members is the will of the profes- 
sion. 


9. I do not feel quite happy 
about the observation that the 
auditor is regarded as a person 
who comes along periodically once 
a year, begins to check the entries 
in the books with vouchers pro- 
duced and ticks them off in red, 
blue and green without the slight- 
est regard to the ultimate truth or 
correctness of the entries, An 
assertion was also made to the 
effect thet this concept of the 
auditor is to be removed. I would 
want the members of the Institute 
to pause for a while, to ponder a 
little and say as to who is respon- 
sible for this way of approach 
which is being made by outsiders. 
I refuse to concede the point that 
the auditor is a person of the 
cadre of a ticking clerk. Such an 
impression can be created by only 
that type of auditor who is afraid 
to make observations because he 
would lose his audit, because he 
would lose his job. A person with 
an independent outlook, a person 
who is fearless and frank enough 
to state things and who does not 
think in terms of a continuing 
audit or a continuing employment 
of work is the man who reflects 
the real trait of the profession. I 
arm sure that this is the outlook 
present in the minds of practically 
all the members of the Institute 
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and with the said outlook being 
kept always in the forefront, the 
outside world will never have an 
occasion to make observations of 
the nature which have been men- 
tioned. At another place I have 
made a mention about the auditor 
who tries to “accommodate” the 
client. This is the type of mem- 
ber who is not wanted in the pro- 
fession; he has no place in it. 


10. I do not believe in the 
method of saying convenient and 
pleasing things and that is the 
reason why I made a specific 
mention about the slight deterio- 


ration in the moral standard of ` 


our own profession at the time of 
the second Council Meeting held 
in Delhi. At the same time I 
maintain with pride the position 
that the health of my profession 
is perfectly sound and the passing 
phase of the war period and the 
post-war period effects will: dis- 
appear within a short time and 
the profession will march on to 
achieve a better status and a 
stronger footing. At one place I 
heard an interesting lecture with 
the title “Whither Business” and 
the lecture was a challenge to the 
methods of the present-day busi- 
nessman and the deterioration in 
his moral standard. The rebuff 
came from the business section 
with a query as to “Whither 
Services”, ie. the administrators. 
From the profession’s point of 
view and in my capacity as its 
spokesman I would voice the feel- 
ing and I would ask the question 
“Whither my own Profession.” I 
should make a search of my own 
heart rather than try to make 
accusations at others. I believe 
in keeping a vigilant eye all 
through and I must ensure the 
position whereby no laxity is 
shown at any time, in any manner, 
in any sphere. As you all know, 
the emblem we have selected has 
“Garuda” in it, the Bird of the 
“Devas”, the bird that soars above 
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the clouds. “Garuda” has the 
most vigilant eye and the caption 
embodied in the emblem is 


“a wg gray wits. .... ” This 
has been borrowed from the 
“Kathopanishad” and means “One 
who is awake amongst those who 
are asleep.” The idea underlying 
is that the profession of account- 
ancy is a profession requiring the 
greatest vigilance and with the 
adoption of this emblem and the 
motto it is but to be expected that 
every member strives his utmost 
to maintain the highest standards, 
to be fully worthy of such a motto. 


11. There is also a wrong im- 
pression in the minds of some 
Chartered Accountants that a 
“fair balance” should be preserv- 
ed between two extreme views 
which might occur to them during 
the course of an audit. I have not 
exactly understood what this ‘fair 
balance’ means. An _ auditor’s 
duty is to report in unequivocal 
terms if there is any breach on 
the part of the company or its 
officers. I have also come across 
instances where in respect of joint 
audits the unhappy spectacle of 
one of the joint auditors arguing 
for the management against his 
colleague has presented itself. In 
such instances it is always desir- 
able that the two professional 
brothers stand together unless an 
impossible attitude is adopted by 
one of them. It is this desire 
about preserving “a sort of a 
balance” which lands a practi- 
tioner into difficulty and the 
auditor who is very keen about 
the retention of an audit is more 
tempted to think in terms of pre- 
serving a balance so that the audit 
is retained and is not taken away. 


12. While I do concede the 
fact that it is merit and merit 
alone that should count, I will not 
for a moment accept the position 
that talent has to be recruited 


from outside my own country. It 
is not because there is want of 
talent but it is because want of 
opportunities that the real talent 
in the country so far as our pro- 
fession is concerned has not been 
exhibited. I would also say with 
confidence that the knowledge of 
the average Chartered Accountant 
in India is certainly of the same 
high standard, if not higher, than 
that obtaining elsewhere. It is 
because opportunities have been 
denied to him, it is because an 


artificial atmosphere has been 
created and a “load” has been 
created against him and other 


factors have worked adversely 
that the correct picture has never 
been allowed to be exhibited. You 
cannot, however, shut out the 
correct picture for all time and 
the picture which has been. emerg- 
ing during the last few years will 
stand fully exhibited in course of 
time. 


18. A reference was made as 
to the presentation of accounts. 
I have some interesting comments 
to make on this subject. All along 
I have found that businessmen 
desire to give the minimum infor- 
mation and an argument is 
always bound to follow as 
to the legal requirements beyond 
which the client will not go. I 
have not so far in my career come 
across one instance where my sug- 
gestions as to giving more details, 
making the statements more in- 
formative although the statute 
does not require it, met with a 
failure. It is always the way you 
put it to the client. After all if 
you are not disclosing business 
secrets, there is nothing that 
should be hidden from the real 
owners of the business. Non- 
essentials may be omitted, but 
under the guise of secret informa- 
tion being- revealed, even essential 
information which ought to be 
given has been withheld. Possibly 
the new Company Legislation may 
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take care of this matter. It is the 
diluted attitude of some of the 
members of the profession which 
would lead the client to argue with 
one and all practising the profes- 
sion about the details to be given 
and the presentation to be made. 
If one and all of us have a deter- 
mined mind to abide by certain 
principles, there is no reason why 
the profession cannot have uni- 
formity achieved. In this connec- 
tion I should like to make a pass- 
ing reference to the desirability 
of accounting principles being 
considered and laid down by the 
Council of the Institute. Actual- 
ly most of the important principles 
already find acceptance and im- 
portant items have settled mean- 
ings and they are accepted as such 
but it would be still better to have 
them reduced in writing for the 
guidance of the members of the 
Institute as also the business com- 
munity. 


14. I would also make some 
reference to the present-day 
trends and the concepts about 
accounting terms. It is found 
that the concept which an ac- 
countant has about several terms 
used is not the same as that held 
by economists or even by busi- 
nessmen. It is therefore desirable 
that attention should be focussed 
on the various terms used and 
their implications determined and 
if an exploratory study is made 
about these in collaboration with 
economists, it will certainly give 
a useful result. I have considered 
with interest, in this connection, 
the booklet issued very recently 
about accounting terms and con- 
cepts which is result of the delibe- 
rations of the Joint Exploratory 
Committee appointed by the Insti- 
tute of Chartered Accountants in 
England and Wales and of the 
National Institute of Economics 
and Social Research. While the 
various accounting terms have 
been discussed and their concept 
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as in the minds of the economists 
has also been stated, there is great 
variance in the approach made to 
the subject matter relating to 
each item as also the meaning at- 
tached. To an economist, the 
fixation of a particular date is not 
quite acceptable because, in his 
opinion the whole process is an 
unending one and the artificiai 
fixation of a date does not give a 
correct picture. The accountant’s 
answer to this has always been 
that some stage has to be selected 
if the position with regard to any 
particular industry or a particular 
unit has to be gauged with any 
degree of accuracy. Without 
doing this, the real objective of 
the measurement of the value of a 
unit or an industry cannot be 
achieved. Taking for example the 
question of depreciation of Fixed 
Assets and the various methods 
adopted, instances can be given of 
the writing up of Fixed Assets and 
making these available in the 
shape of Reserves. It is a ques- 
tion whether this writing up, 
whether within the limits of the 
realisable values or not or for that 
matter to the limit of replacement 
cost, can be justified and a genera- 
lisation can possibly be made for 
every industry and for every acti- 
vity. It is also a debatable propo- 
sition to propound that deprecia- 
tion at replacement costs shall be 
provided for and where this is 
done the assets also should be 
written up to disclose the real 
state of affairs. These concepts 
would lead into another difficult 
position as to the presentation 
which has to be made under the 
amended Companies Act as to 
exhibit a “True and Fair View.” 
As to the valuation of the Stock- 
in-Trade also, while the normal 
method is to take the lesser of the 
cost or the market value, the ques- 
tion of the replacement cost and 
its fixation whether for the raw 


materials or for the saleable arti- 


cles, the question of putting valua- 
tions at particular levels less a 
percentage charge in respect of 
specified industries, the method of 
valuation in respect of contractual 
works or building works are all 
matters to be viewed from differ- 
ent angles. The accountant would 
view them in one particular way, 
the economist would view them in 
another way and the businessmen 
would view them from altogether 
a different angle. It is for this 
reason that an exploratory study 
of these subjects is called for. It 
is also desirable that conditions 
obtaining in our own country 
must also be taken into considera- 
tion. The basic structure of 
industries has also to be reckoned 
with and it is only after such an 
exploratory study is made that the 
concepts about the various terms 
would be found settled. This is 
the work which the profession can 
take up in course of time. I hope 
that the Council of the Institute 
in the near future takes up this 
subject and lays down accounting 
principles. 


15. As to the reference about 
the non-practising members being 
prevented from using the designa- 
tion “Chartered Accountant”, I 
can give only one answer and this 
answer is contained in the open- 
ing paragraph of the Paper which 
I propose to read before you to- 
morrow. I have stated therein in 
very clear terms that I have used 
the designation “Chartered Ac- 
countant” deliberately, quite deli- 
berately to mean both the practis- 
ing and the  non-practising 
member, because, the Council 
with one voice has expressed its 
resentment to this discrimination 
and has already taken up the 
matter with Government. Al- 
though Government is not inclin- 
ed to have a revision of the struc- 
ture of the Act at the present 
moment I am quite hopeful of an 
ultimate and a satisfactory solu- 
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tion of the matter. I must also 
make a mention here of the fact 
that a practical solution was found 
by the Council whereby certain 
occupations were permitted and 
members having such occupations 
can apply for Certificates of Prac- 
tice for personal work of their 
own. In such cases the designa- 
tion has been made available. 


16. A suggestion about the 
holding of the annual meetings 
has also been made and at the 
same time the practical difficulties 
have also been admitted. I do not 
know why any grievance ‘should - 
exist after the members have sent 
their elected representatives to 
the Council and that too under the 
scheme of the single transferable 
vote which ensures even minority 
interests finding a place in the 
Council. We have adopted the 
most progressive method of elec- 
tion and to say that the member 
is a passing looker-on after the 
election is over is to exhibit abso- 
lute pessimism. It must have been 
the experience of the members of 
the Institute that none of the 
colleagues of mine on the present 
Council has refused to entertain 
any suggestion coming from a 
member and I on my part have 
always endeavoured to take into 
consideration even the smallest 
complaint or a suggestion made 
or received from any quarter. 
While my colleagues and I have 
endeavoured to solve all difficult 
problems and to accept construc- 
tive criticism, I cannot guarantee 
the satisfaction of each and every 
member who for one or the other 
reason would like to remain dis- 
satisfied. After all, we should 
think in terms of an autonomous 
statutory body. You cannot com- 
pare the Council of such a body 
with the Board of Directors of a 
Company or the Managing Agents 
and say that the members of the 
Institute are the shareholders. 
The shareholder is a partner in 
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the business having stakes and 
having interest of a mone- 
tary character. Here the 
interests are of a quite different 
character altogether; it is the 
status and prestige of the profes- 
sion which counts and this is 
entirely in the hands of each and 
every member of the Institute. 
The elected retresentatives of the 
members on the Council are but 
the chosen representatives placed 
in charge of affairs of the Institute 
which they hold in sacred trust. 
Today one particular band of 
workers is there, to-morrow 
another band will be there. After 
all it will be a band of workers 
having the support of the profes- 
sion as a whole and ‘each and eyery 
band of workers coming in and 
giving its contribution to the work 
of the profession deserves full 
encouragement. Let us not think 
in terms of the Council trying to 
do something wrong to its mem- 
bers, let us think in terms of the 
Council acting in sacred trust for 
the Institution, for the benefit of 
the Institution, for the uplift 
thereof and for the preservation 
and maintenance of the highest 
ideals. 


17. I am not inclined to accept 
the view that we are a collection 
of individuals. We are a statutory 
body, we are a well-knit unit, we 
are a combination created under a 
statute in spite of the several State 
interests finding place in the 
Council. During my visits to the 
important centres in India I have 
found out that the members of the 
Institute after the attainment of 
autonomy, think in terms of soli- 
darity, of. oneness, of a well-knit 
body and certainly not in terms of 
a collection of individuals. 


18. I also like to say a few 
words about the training facilities 
and the education provided in the 
country for the profession, There 


has always been a tendency to. talk 
in terms of the low standard of 
the examinees, to talk in terms of 
the want of facilities for coaching 
students and the apathy for the 
training of articled clerks. Here 
again I would want every member 
and particularly the members who 
assert about these things to make 
a search of heart and to say who 
is to be blamed for all these things 
if they do exist and they exist in 
an aggravated form ag it is some- 
times made to appear. Despite 
what is said, I find today amongst 
the persons gathered here, per- 
sons who in spite of the want of 
study facilities, the absence of 
coaching institutions, the absence 
of the proper training of the arti- 
cled clerks which is said to exist, 
are acquitting themselves admir- 
ably in their professional pursuits. 
I, therefore, ask the question as to 
whether all this criticism is justi- 
fied. It is true that it is all to the 
advantage of the profession to 
provide for educational training 
and for coaching of students. It 
is equally true that the employer 
should treat the articled clerk in 
a way that will bring the articled 
clerk into the profession as a 
worthy member of the Institute. 
In this behalf I have made a point- 
ed reference in the Paper I am 
going ‘to read before you and 
therefore I shall not stress the 
issue further. While I do appre- 
ciate the advantage of taking a 
leaf out of the books of the other 
Institutes, I am not in favour of 
blindly copying everything that 
comes from outside. Let us do 
something that will suit our own 
conditions, let us make an at- 
tempt at something that is work- 
able in our own country, let us 
make a start which will ultimately 
give useful results. 


. 19, A reference is also made at . 


times about Research Work. The 
exact implication of the word 
“Research” ig not quite understood 
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and the contributions to be made 
about the accounting principles or 
the latest developments and the 
uses of words or phrases and the 
concepts about these as I have 
mentioned above is altogether a 
different matter which should not 
be called ‘Research Work.” Re- 
search Work is really one which 
goes into the past, which goes for 
something never attempted upon, 
some new revelation, some new 
elucidation of subjects never at- 
tempted before. There is a lot of 
confusion in the minds of practi- 
tioners about the real work that 
is involved and about the approach 
algo to be made to achieve the ob- 
jective in this behalf. Leaving 
aside the vernacular accounting 
systems or for that matter the 
“Marwari”  account-keeping, I 
would venture to submit that ac- 
countancy as a science and as an 
art has been known to India for 
centuries together and references 
about budgeting, about accounting, 
about the checking methods and 
the like are found in very old 
books. I also came across very in- 
teresting budgeting and account- 
ing methods and principles while 
examining the books and records 
of a religious institution and to 
my surprise I found very interest- 
ing principles adopted. The Insti- 
tution owned properties, jagirs, 
businesses, factories and had multi- 
farious activities, all carried on 
by the. Religious Head for the 
Deity. It was indeed a very happy 
thing to me to come across these 
things which are relics of the past 
and which throw considerable 
light on the system of account 
keeping which has obtained in this 
country for years together—nay 
—for a few centuries. Given the 
time and also the opportunity, 
these things can be utilised for 
the real research work, they can 
give further guidance about the 
accounting principles, about con- 


cepts, about methods, about the 
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laying out of the accounting struc- 
ture and the budgetary control 
and other interlinked matters. 
I find considerable enthusiasm 
amongst the members of the Insti- 
tute. This is a very happy sign 


and I am sure that with the collec- 
tive effort of one and all of us we 
shall be able to give our due con- 


Commissioner of Income-tax, 
Madras v. Janab S. Khaderwalli 
Sahib (1951) 20 1.7.R. 208. 


The assessee was a partner in 
a registered firm consisting of 
three persons. He had bought 
a house property for about 
Rs. 16,000. Before making the 
assessment of the firm and of the 
assessee, the Income-tax Officer 
considered the question whether 
the property was acquired by the 
assessee out of his capital assets 
or not and came to the conclusion 
that it was acquired out of his 
share in the profits of the partner- 
ship. Accordingly in the assess- 
ment of the firm, he added this 
amount. The Appellate Tribunal 
held that this amount could not be 
considered to be the income of the 
firm. Thereafter the officer made 
a reassessment on the assessee 
under Section 34 adding this 
amount to his income, 


The Madras High Court held 
that the -order reopening the 
assessment was unauthorised. The 
Court said: “It is clear that a 
mere change of opinion based on 
the same facts and figures which 
were present to the mind of the 
Income-tax Officer at the time of 
the original assessment does not 
amount to discovery. The dis- 
covery must be the result of defi- 
nite information that is to say new 
information that has come to the 
knowledge - of the Income-tax 


tribution in this behalf in course 
of time. 


20. Friends, this is your Insti- 
tute and mine and of each one of 
us. Let us stand by it very 


loyally, let the altar of worship be 
our own Institute, our own coun- 


try. We owe a homage to our 
LEGAL NOTES 
Officer. The Income-tax Officer 


cannot act under this section even 
though the tax-payer has escaped 
assessment if he is acting on in- 
formation which was already in 
his possession and within his 
knowledge. Unless it can be said 
that there is fresh information 
which was not in his possession at 
the time when the original assess- 
ment was made, action under 
section 34 of the Income-tax Act 
is not justified. The mere fact 
that a different opinion on the 
same facts was taken by somebody 
else is not definite information 
leading to discovery on the part 
of the Income-tax Officer who was 
in possession of the same facts 
and entire facts at the time of the 
original assessment. We have got 
the fact that there was a detailed 
enquiry made at the time of the 
original assessment by the 
Income-tax Officer. At that stage 
he had definite information that 
the assessee had acquired proper- 
ties worth Rs, 16,000. On that 
basis he came to the conclusion 
that this.sum of Rs. 16,000 must 
have come from the profits of the 
partnership of which the assessee 
was a member. There was no 
fresh information that came to his 
knowledge at the time of the revis- 
ed assessment. All that he did 
was to change his opinion and add 
the sum of Rs. 16,000 to the 
assessee’s taxable income instead 
of the firm’s profits as he did 
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country and our own Institute. It 
ig our sacred duty to build it up, 
to strengthen it, to get for it the 
best of traditions and the highest 
status possible in course of time. 


With these words I inaugurate 
the Conference and wish all the 
best to it and to the profession, to 
my Institute and to yours. 


before. We consider that this is 
nothing more than a change of 
opinion on the part of the 
Income-tax Officer on the same 
facts and figures on the basis of 
which he made the original assess- 
ment. Only he adopted the sug- 
gestion of the Tribunal as his own 
and proceeded to assess afresh on 
the basis of the Tribunal’s opinion. 
This we consider he was not 
entitled to do under Section 34 
and his order reopening the 
assessment under that section was 
therefore unauthorised.” 


we x * 


S. N. A. S. A. Annamalai Chet- 
tiar v. Commissioner of Income- 
tax, Madras (1951) 20 I.7.R. 288. 


A Hindu undivided fanfily con- 
sisting of the assessee and his 
father were carrying on money- 
lending business at Penang under 
four different vilasams. These 
were not different businesses but 
a single business. In the family 
partition some vilasams ‘were 
allotted to the' father and the 


‘other vilasams to the assessee. 


The father with the assets allotted 
to him continued the business of 
money-lending. The assets allot- 
ted to the son comprised mostly 
of properties acquired under 
different vilasams in the course of 
money-lending business. The 
assessee contended that the family 
business was “discontinued” and 
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claimed relief under Section 
25 (3). The Income-tax Officer 
held that there was no discontinu- 
ance. The Appellate Assistant 
Commissioner held that as a result 
of the yartition the entire assets 
of the family belonging to one 
single business were divided and 
allotted to the father and the son 
separately and that there was 
discontinuance. The Appellate 
Tribunal held that there was no 
discontinuance as it was not estab- 
lished that the son continued to 
carry on the business with the 
assets allotted to him after parti- 
tion though it was proved that the 
father was carrying on the busi- 
ness, the same old business in the 
same old vilasam though with the 
assets allotted to him at the time 
of the partition. 


The Madras High Court held 
that there was discontinuance. 
Satyanarayana Rao, J., observed 
as follows: “It cannot be gain- 
said that the integrity of the busi- 
ness was broken and its identity 
was lost. The process of partition 
involves the restriction of what 
was a joint right of a member ex- 
tending to the entirety of the pro- 
perties to some of the assets of 
the family which were allotted at 
the partition. It is not quite 
correct to treat a partition as 
involving a change of ownership 
in the sense of a transfer of 
ownership from one to the other. 
The father, under the partition 
acquired an exclusive right to 
some of the assets as did the son 
to the other assets. The son, 
therefore, has no interest in the 
business of the father and vice 
versa. In other words, the busi- 
ness of the father is a totally 
different business in the eye of 
the law though of a similar or 
same nature as the business which 
was previously carried on by the 
joint family. In my view, the 
legal position of the assessee and 
his father after partition in rela- 


tion to the ‘business was correctly 


stated by the Appellate Assistant 


Commissioner who held that, after 
splitting up of the assets of the 
business, the joint family busi- 
ness no Jonger continued its exist- 
ence but terminated. The mere 
fact that the father continued the 
same books of account.and the 
customers of the money-lending 
business were to. some extent 
identical would not make the busi- 
ness of the father a continuation 
of the old business when once 
what was a single unit was split 
up into various component parts. 
The parts separated are distinct 
and separate parts of a unified 
whole but the unity and the inte- 
grity between the parts are no 
longer possible unless there was a 
reunion or partnership. This is 
not a case of mere transfer of 
ownership as in Commissioner of 
Income-tazx, Bombay v. Polson or 
in Meyyappa Chettiar y. Commis- 
sioner of Income-tax, Madras. It 
is a case of disintegration of a unit 
into its component parts so as to 
annihilate the unity of the busi- 
ness...... When a unit is divided 
into parts it is difficult to see how 
the part is identical with the 
whole. All the, parts.taken to- 
gether no doubt, constitute the 
whole but when, the unifying 
principle of that whole no longer 
exists, the parts gain their indivi- 
duality and become separate and 
distinct.” 


* * + 


Commissioner of Income-tax v. 
The Century Spinning and Manu- 
facturing Co., Ltd. (1951) 20 
I.T.R. 260. 


Out of the profits of the com- 
pany for 1945, some amount was 
appropriated for dividend and 
some amounts were set aside for 
depreciation and other funds and 
a sum of Rs. 5,08,637 was carried 
over as balance to the balance 
sheet. The question arose whe- 
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ther this sum could: be called a 


‘reserve for the purpose of Rule 


2 (1) in Schedule II of the Busi- 
ness Profits Tax Act in comput- 
ing the capital on Ist April, 1946. 
The Bombay High Court held that 
the amount must be deemed to be 


a reserve. After quoting the pro- 
vision, Chagla, C.J., stated as 
follows: “Therefore in order to 


determine the capital of the com- 
pany for the purposes of this Act 
you have got to take the paid-up 
share capital of the company, then 
you have to add to it the reserves 
and you have to add only those 
reserves, which have been subject- 
ed to taxation. The expression 
used in this rule is rather curious 
because we do not find the ex- 
pression “reserves” used in the 
Indian Income-tax Act at all. An 
assessee may build up any reserves 
that he likes, but it does not follow 
that those reserves escape taxa- 
tion. The only provision made in 
the Income-tax Act is under Sec- 
tion 10 (2) (vi) which permits an 
assessee doing business a certain 
amount’ for depreciation which 
escapes taxation, or is considered 
to be an allowable deduction. De- 
preciation is allowed according to 
the rules framed by the Depart- 
ment. Therefore, we cannot give 
to the expression “reserves” used 
in this rule any technical meaning 
which has been given to it in any 
taxing statute, but we must give 
to it its plain natural meaning. 
Now what is urged by the Advo- 
cate-General is that this sum of 
Rs. 5,08,637 which has been ad- 
mittedly subjected to taxation 
does not satisfy the characteristics 
of a reserve contemplated by Rule 
2. He says that before a certain 
amount can be added to capital 
two conditions must be satisfied. 
It is not sufficient that the amount 


should be subjected to tax; it is 
also necessary that that amount 
must be a! reserve. Therefore, 
says the Advocate-General, al 
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though the sum of Rs. 5,08,637 
has been subjected to tax, it is not 
& reserve. He says that this sum 
of Rs. 5,08,637 would be a reserve 
provided it had been appropriated 
for some specific purpose, or for 
some general purpose. Our atten- 
tion is drawn to the fact that other 
amounts have been appropriated 
for specific purposes, e.g., machi- 
nery, building, provision for taxa- 
tion, etc., but no purpose has been 
mentioned as far as this sum of 
Rs. 5,08,687 is concerned. There- 
fore, the contention of the Advo- 
cate-General is that this sum is 
not a reserve at all. I do not see 
any reason at all why in order that 
a certain amount should be a re- 
serve it should be appropriated for 
a specific purpose. It was open 
to the Directors to distribute the 
sum of Rs. 5,08,687 as dividends. 
They did not choose to do so and 
have kept back this amount. 
Therefore, by keeping back this 
amount they constituted it a 
reserve. A reserve in the sense 
in which it is used in Rule 2 can 
only mean profit earned by a 
company and not distributed as 
dividends to the shareholders but 
kept back by the Directors for any 
purpose to which it may be put in 
future. Therefore, giving to the 
“reserves” ils plain natural mean- 
ing it is clear that the sum of 
Rs. 5,08,687 was kept in reserve 
by the company and not distribut- 
ed as profits and subjected to taxa- 
tion. Therefore, it satisfied all the 
requirements of Rule 2. The 
Advocate-General has asked us to 
give to the expression “reserves” 
the meaning it has in accountancy. 
In the first place we do not see 
why a particular meaning should 
be given to the expression which 
is technical and which is divorced 
from the statute in which it is 
used. I could have appreciated 
his argument if the expression 
was used in any other taxing 
statute and he was asking us to 
import the meaning given jn that 


statute into this Act. But taxing 
statutes have nothing whatever to 
do with accountancy as such and 
even as far as accountants are 
concerned as the Tribunal has 
pointed out in its order there is a 
divergence of opinion amongst 
accountants as to the distinction 
between the terms “reserves” and 
“reserve fund.” The language 
used in Rule 2 ig not “a reserve 
fund” but “reserves” and what 
the Advocate-General asks us to 
do is to interpret “reserves” as if 
the term was synonymous with 
“reserve fund.” If the Legisla- 
ture had used.the term “reserve 
fund” instead of “reserves”, there 
would have -- been 
force in the argument of the 
Advocate-General; but considering 
that the Legislature had used, the 
term “reserves” and not “reserve 
fund” we must give that expres- 
sion its plain natural meaning. 
Therefore, the sum of Rs. 5,08,637 
shown in the profit and loss 
account as balance carried to the 
balance sheet must be deemed to 
be a reserve for the purposes of 
Rule 2 of the second Schedule.” 


The accounting year of the com- 
pany was from the 1st January to 
the 3ist December. The charge- 
able accounting period for the 
purpose of the business Profits 
Tax Act was the ist April, 1946 
to the 8lst December, 1946. The 
Court held that the assegssee was 
not entitled to include the profits 
earned by the company from the 
Ist January to the ist of April, 
1946 as “reserves” Chagla, C. J. 
said: “Now it is contended by 
the assessee that the company had 
earned profits during these three 
months, which could be ascertain- 
ed by preparing a dummy balance 
sheet as on the 31st of March, 
1946, and the Tribunal has agreed 
with that view, and they state that 


it can be presumed that profits 


were evenly earned and on that 
basis the profits for the three 


- considerable. 


.makes a part of the 
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months from the 1st of January 
to the 1st of April could be ascer- 
tained. But the fallacy underly- 
ing this argument is that what we 
have to consider for the purposes 
of Rule 2 is not profits earned by 
the company but the reserves and 
it is impossible to accept the con- 
tention that reserves are 
synonymous with profits. The 
question is whether there were 
any reserves which would attract 
the application of Rule 2 between 
the Ist of January and the Ist of 
April, 1946. It is not sufficient for 
the company to earn profits. 
Having earned profits it must then 
by some conscious act determine 
what part of these profits should 
be kept back. It is only when part 
of these profits is kept back that 
it constitutes reserves. We are 
told that these profits were: used 
in business and, therefore, they 
constitute reserves. But, what 
profits re- 
Serves is not the fact that they 
are used in the business but that 
they are consciously kept back 
and not distributed amongst the 
Shareholders as dividends, No 
question of distributing any of the 
profits between the 1st of January 
and the Ist of April, 1946, to the 
shareholders ever arose or could 
arise and, therefore, no question 
could arise of these profits con- 
stituting reserves during this 
period. The directors were never 
called upon to consider the ques- 
tion and in fact they did not con- 
sider the question as to whether 
part of the profits earned during 
this period should not be distribut- 
ed as dividends but should be kept 
back for the purposes of the com- 
pany. Therefore, we are unable 
to agree with the view taken by 
the Tribunal that the profits of 


the assessee company from the 
lst of January to the ist of April, 
1946, should be included in the 
reserves contemplated by Rule 2 
of the second. Schedule,” 
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Jethabhai Javeribhat v. Com- 


missioner of Income-tax, C. P. and 
Berar (1961) 20 1.7.R. 831. 


A non-resident bought in the 
Baroda State tobacco for a resi- 
-dent for the latter’s “beedi” busi- 
ness and was paid a commission 
at one per cent approximately on 
the total value of the goods 
bought. The Nagpur High Court 
held that the commission did not 
accrue or arise to the non-resident 
through or from a business con- 
nection in British India within 


the meaning of Section 42 of the 
Income-tax Act. The Court said: 
“There is no warrant for holding 
that purchase and supply of. raw 
material to a resident manufac- 
turer by a non-resident would 
render the commission earned by 
the latter liable to tax under Sec- 
tion 42 (1) in the absence of any- 
thing to show that there was any 
course of dealing between the resi- 
dent and the non-resident or that 
the commission earned by the 
non-resident was made to depend 
on business done in British India. 
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The commission paid to the non- 
resident had reference solely to 
the purchases made outside Bri- 
tish India and was in no way 
affected by the business done in 
British India. The principle is 
clear that something more than 
mere rendering services out of 
British India for remuneration to 
a resident businessman is neces- 
sary to establish a business con- 
nection within the meaning of that 
expression in Section 42 (1). Such 
evidence is wholly wanting in this 
case.” 


PARLIAMENTARY PROCEEDINGS 
(A) QUESTIONS & ANSWERS 


Relationship between the Income- 
tax Department and the Public. 


Replying a question in Parlia- 
ment, Mr. Mahavir Tyagi said 
that the Government of India had 
accepted in full the recommenda- 
tions of the Income-tax Investiga- 
tion Commission with regard to 
promoting cordial relations be- 
tween the Income-tax Department 
and the public. He said that in 
places like Bombay and Calcutta 
complaints sections had been 
opened, in 1949 to deal with com- 
plaints regarding discourtesy, 
harassment, delay in granting re- 
funds, ete. The Government now 
decided to expand these sections 
into regular offices, each under a 
Public Relations Officer who. will 
be .of the status of the Assistant 
Commissioner of Income-tax. The 
question of extending the scheme 
. to, other places was also being 
considered by the Government. 


4 ko * 


Levy of Sales Taz. 


The Finance Minister in reply 
to a question stated in Parliament: 
“The Government of India have 
pointed out to the State Govern- 


ments the extreme importance of 
ensuring that their laws and pro- 
cedure’ regarding levy of Sales 
Tax conform strictly to the provi- 


- sions of the Constitution.” 


- &* * x 
Taxation Enquiry Committee. 


The Finance Minister is report- 
ed to have said in Parliament that 
the Government had decided that 
it would -not be advantageous: to 
appoint a taxation enquiry com- 
mittee until after the Finance Com- 
mission had made some progress 
with the investigation of the. mat- 
ters referred to it. Further, more 
basic: data must be available in 
regard to national Income also. 


ba ` x *. 
Dividends of Companies. 
There .was no proposal at pre- 
sent before the Government for 
the limitation of dividends of 


companies, said the Finance 
Minister in Parliament. 


(B) BILLS & ACTS. 


A Bill was introduced in Parlia- 
ment ‘on 18th September, 1951 to 
enable ‘companies to make dona- 


tions to national funds. The 
Statement of Objects and Reasons 
is as follows:— 


“The Associated Chambers of 
Commerce and many companies 
who are desirous of making dona- 
tions to the Sardar Vallabhbhai 
National Memorial Fund which 
has been established for carrying 
out objects conducive to the 
general welfare have approached 
Government to remove the legal 
difficulty that has arisen owing to 
the absence of a provision in the 
articles of association of some 
companies authorising the making 
of such donations. Even if the 
shareholders decide at a special - 
meeting to make a donation, in the 
absence of any authorising provi- 
sion in the articles of association 
they are not legally entitled to do 
so. Act XXXV of 1948 was pass- 
ed for the purpose of removing 
this difficulty in the case of dona- 
tions to the Gandhi National 
Memorial Fund. It is now propos- 
ed that a similar legislation be 
undertaken to cover donations to 
the Sardar Vallabhbhai National 
Memorial Fund and other similar 
National Funds established for 
charitable purposes and which by 
reason of their national import- 
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ance have been approved by the 
Central Government in this behalf. 
The donations can only be made if 
the general body of the companies 
have met at a special meeting and 
approved the making of such gifts 
by the passing of an extraordinary 
resolution in the manner required 
by section 81 of the Indian Com- 
panies Act, 1913. 


As a matter of drafting the Bill 
has been framed as a consolidating 
measure.” 


Clause 8 of the Bill purports to 
authorise the making by com- 
panies of donations to the Gandhi 
National Memorial Fund or the 
Sardar Vallabhbhai National 
Memorial Fund or to any other 
funds established for charitable 
purposes which by reason of its 
national importance has been 
approved by the. Central Govern- 
ment for the purposes of that 
clause. 


Clause 4 of the Bill seeks to 
repeal the Gandhi National Memo- 
rial Fund Donations (Companies) 
Act, 1948. 


* * * 


The Indian Companies (Amend- 
ment) Act, 1951—No. LII of 1951. 


An Act further to amend the 
Indian Companies Act, 1913 
(14th September, 1951). 


Be it enacted by Parliament as 
follows :— 


1. Short title—This Act may 
be called the Indian Companies 
(Amendment) Act, 1951. 


2. Insertion of new section 86J 
in Act VII of 1918— After section 
86 I of the Indian Companies Act, 
1913 (hereinafter referred to as 
the principal Act), the following 
section shall be inserted, namely :— 


“86J. Restrictions on ap- 
pointment, reappointment and 
number of directors, their re- 


muneration, etc-—(1) Notwith- 
standing anything to the 
contrary contained in any other 
provision of this Act or in the 
articles of, or any agreement 
with, any company :— 


(a) any amendment in the 
articles or any variation in the 
agreement— 


(1) which relates to the ap- 
pointment of a managing 
director or the appoint- 
ment or election of a 
director not liable to re- 
tire by rotation: or 

(ii) which purports to in- 

crease or has the effect of 

increasing, whether direc- 
tly, or indirectly, the 

remuneration of a 

managing director -or 

any other director, or 


(b) any increase in the num- 
ber of directors provided for in 
the articles, except where the 
increase is within the maximum 
limits permissible under the 
articles as in force on the 21st 
day of July, 1951, or 


(c) the appointmert of a 
managing director for the first 
time after the 21st day of July 

` 1951, or the reappointment after 

the said date of a managing 
director holding office as such 
on that date or thereafter, if 
the terms of such reappointment 
purport to increase or have the 
effect of increasing, whether 
directly or indirectly, the re- 
muneration that the managing 
director was receiving imme- 
diately before such reappoint- 
ment shall be void unless ap- 
proved by the Central Govern- 
ment, ; 


(2) Where a complaint is made 
to the Central Govrnment by the 
managing agent, managing direc- 
tor or any other director of a 
company that as a resnit of a 
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change in the ownership of the 
shares held in the company a 
change in the board of directors 
is likely to take place which, if 
allowed, would affect prejudicially 
the affairs of the company, the 
Central Government may, if, after 
such inquiry as it thinks fit to 
make it is satisfied that it is just 
and proper so to do, by order 
direct that no resolution passed or 
action taken to effect a change in 
the board of directors after the 
date of the complaint shall have 
effect unless confirmed by the 
Central Government, and any such 
order shall have effect notwith- 
standing anything to the contrary 
contained in any other provision 
of this Act or in the articles of the 
company. 


(3) Nothing contained in this 
section shall apply to a private 
company, unless it is a subsidiary 


‘company of a public company.” 


3. Insertion of new section 
87AA in Act VII of 1913.—After 
section 87A of the principal Act, 
the following section shall be in- 
serted, namely :— 


“8TAA. Restrictions on exten- 
ston of term of office of munag- 
ing agents.—In the case of a 
conipany managed by a manag- 
ing agent, any amendment in 
the articles of, or any variation 
in any agreement with, the 
company which purports to 
extend, or has the effect of 
extending, the term of office of 
a managing agent holding office 
as such on the 21st day of July, 
1951, shall, notwithstanding 
anything to the contrary con- 
tained in any other provision of 
this Act or in the articles or 
agreement, be void unless ap- 
proved by the Central Govern- 
ment: 


Provided that nothing contain- 
éd in this section shall apply to 


a ae aa oaky unless itis a 
subsidiary company of a pubiic 
company.” 


(4) Amendment of ` section 
87B, Act VII of 1913.—After 
the proviso to clause {c) of 
section 87B of the principal 
Act, the following further pro- 
viso shall be inserted, namely :— 


` “Provided further that in the 
case of a public company 
managed by a managing agent, 
a transfer of his office by the 
‘managing agent shall be void 


unless the ‘approval of the 
Central Government is also 
obtained.” 

5. Insertion of new section 


87-BB in Act VII of 1918.—After 
section 87-B of the principal Act, 
the following section shall be 
inserted, namely :— 


“87BB. Restrictions on 
change in the constitution of a 
managing agent.—(1}) Notwith- 
standing anything contained in 
any other provision of this Act, 
in the case of a public company 
managed by a managing agent 
which is a firm or a company, 
no change in the constitution 
of the managing agent. shall 
have effect unless approved by 
the Central Government, and 
every such firm or company 
shall cease to be entitled to act 
as such managing agent from 
the date of such change until 
the approval of the Central 

' Government ‘is. obtained... 


Explanation I.—~Subject to the 
exceptions contained in Hapluna- 
tion II, a change in the constitu- 
tion of a managing agent takes 
place in any of the following 
circumstances, namely :—- 


(a) where the managing 
agent is a firm. by a change 
among the partners of the firm, 
whether caused by the retire 


“ment or replacement of any of 
the partners or by the introduc- 
tion of a new partner, as the 
case may be, 


'(b)} where the managing 
agent is a company, by a change 
among the board. of directors, or 
managers thereof, whether 
caused by the retirement or re- 
placement of any director or 
manager or by the introduction 

~ of a new director or manager, 
as the case may be, or by a 
change in the registered owner- 
ship of shares in the company, 


(c) where the managing 
agent is a private company, by 
the conversion thereof into a 
public company. 


Explanation IT—No change in 
the constitution of a managing 
agent shall be deemed to have 
taken place in any of the follow- 
ing circumstances, namely :— 


(a) where the managing 
agent is a firm, by a, change 
among the partners of the firm 
caused by the death or retire- 
ment by efflux of time of a 
partner, 


(b) where ‘the’ ‘managing 
agent is a company by a change 
among the board of directors, 
or Managers caused by the 
death or retirement by efflux of 
time of any of them or a change 
caused by the death of any 
shareholder of the managing 
agency company. 


(2) Notwithstanding anything 
contained in sub-section (1) where 
the change in the constitution of 
the managing agent, which is a 
public company the shares where- 
of are for the time being dealt in 
or quoted on the principal stock 
exchanges of India, is due to a 


-change in the registered ownership 


of the shares held therein, nothing 
contained in that sub-section shall 
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apply to the managing agent un- 
less the -Central Government, by 
notification in the Official Gazette, 
otherwise directs, and any such 
notification may provide that with 
effect from such date as may be 
specified therein every such 
managing agent shall cease to be 
entitled to act as such until the 
approval of the Central Govern- 
ment is obtained to the change: 


Provided that no such notifica- 
tion shall be issued unless the 
Central Government is of opinion 
that the change is of such a nature 
that it has affected or is likely to 
affect prejudicially the affairs of 
the company which ‘is being 
managed by the managing agent.” 


6. Insertion of new section 
87CC in Act VII of 1918.—After 
section 87C of the principal Act, 
the following section shall be 
inserted, namely :— 


“87CC. Restrictions on aumend- 
ment of articles or agreement 
relating to appointment or remu- 
neration of managing agents, etc. 
— (1) Notwithstanding anything 
to the contrary contained in any 
other provision of this Act or in 
the articles of, or agreement with, 
any company,— 


(a) the appointment of a 
managing agent for the com- 
pany for the first time after the 
21st day of July, 1951, and 


íb) in the case of a company 
, Managed by a managing 
agent,— 


(i) any amendment in the 
articles of, or any varia- 
tion in any agreement 
with, the company which 
relates to ihe appoint- 
ment of the managing 
agent or which purports 
to increase, or has the 
effect of increasing, 
whether directly or in- 
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directly, the remunera- 
tion of the -managing 
agent, managing director 
or any other director, or 


(ji) the reappointment after 
the 21st day of July, 
1951, of a managing 
agent holding office as 
such on that date or the 
appointment of a new 
managing agent in place 
of the managing agent 
holding office as such on 
that date, or thereafter, 
shall be void unless ap- 
proved by the Central 
Government. 


-(2) Nothing contained in this 
section shall apply to a private 
company unless it is a subsidiary 
company of a public company.” 


7. Insertion of new sections 
158C and 158D in Act VII of 
1913.—-In Part IV of the principal 
Act, before section 154, the follow- 
ing heading and sections shall be 
inserted, namely :— 


“Alternative remedy to wind- 
ing up in cases Of mismanage- 
ment or oppression. 


"153C. Power of court to act 
when company acts in a prejudicial 
manner or oppresses any part of 
its membérs.— (1) Without pre- 
judice to “any ‘other action that 
may be taken, whether in pursu- 
ance of this Act or any other law 
for the time being ‘n force, any 
member of a company who com- 
plains that the affairs of the 
company are being conducted.— 


(a) In a manner prejudicial 
to the interests of the 
company, or 


(b) in a manner oppressive 
to some part of the mem- 
bers (including himself), 


may make an application to the 
court for an order under this 
section, l 


(2) An application under sub- 
section (1) may also be made by 
the Central Government if it is 
satisfied that the affairs of the 
company are being conducted as 
aforesaid. 


(8) No application under sub- 
section (1) shall be made by any 
member, unless— 


(a) in the case of a company 
having a share capital, the mem- 
ber complaining.— 


(i) has obtained the consent 
in writing of not less 
than one hundred in 
number of the members 
of the company or not 
less than one-tenth in 
number of the members, 
whichever is less, or 


holds not Jess than one- 
tenth of the issued share 
capital of the company 
upon which all calls and 
other sums due have 
been paid; and 


(ii) 


(b) in the case of a company 
not having a share capital, the 
member complaining has-‘obtain- 
ed the consent in writing of not 
less than one-fifth in number of 
the members, and where there 
are several persons having the 

_ same interest in any such appli- 
cation and the condition specified 
in clause (a) or clause (b) of 
this sub-section is satisfied with 
reference to one or more of such 
persons, any one or more of 
them may, with the permission 
of the court, make the applica- 
tion on behalf of, or for the 
benefit of, all persons so in- 
terested, and the provisions of 
rule 8 of Order I of the First 
Schedule to the Code of Civil 
Procedure, 1908 (Act V of 
1908), shall apply to any such 
application as it applies to any 

’ suit within the meaning of that 
rule. 
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(4) If on any such application 
-the court is of opinion :— 


(a) that the company’s 
affairs are being conduct- 
ed as aforesaid, and 


that to wind up the 
company would unfairly 
and materially prejudice 
the interests of the com- 
pany or any part of its 
members, but otherwise 
the facts would justify 
the making of a winding- 
up order on the ground 
that it is just and equita- 
ble that the company 
should be wound up, the 


(b) 


court may, with a view to bring- 
ing to an end the mafters com- 
plained of, make such order in 
relation thereto as it thinks fit. 


(5) Without prejudice to the 
generality of the powers vested in 
a court under sub-Section (4), 
any order made uncer that sub- 
section may provide for:— 


(a) the regulation of the 
conduct of the company’s 
affairs in future; 


the purchase of the 
shares or interests of any 
members of the company 
by other members there- 
of or by the company; 


(b) 


in the case of-a purchase 
of shares or interests by 
~ the company being a 
company having a share 
capital, for the reduction 
accordingly of the com- 
pany’s capital or other- 
wise; 


(c) 


the termination of any 
agreement, howsoever 
arrived at, between the 
company and its 
manager, managing 
agent, managing director 
or any of its other 
directors; 


(d) 
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(e) the termination ‘on revi- 
sion of any agreement 
entered into between the 
company’ and any person 
other than any of the 
persons referred to in 
clause (d), provided that 
no such agreement shall 
be- terminated or revised 
| except after due notice to 
he. = the party concerned and, 

in the case of the revision 
‘of any such agreement, 
after obtaining the 

a ‘consent of the party 

concerned thereto; 


Anes —_—_ — — - w peer 
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(f) the setting aside of any 
transfer, delivery of 
goods, payment, execution 
or other act relating’ to 
property made or done 

| by or against the com- 

N pany within three months 

l, before the date of the 

l ~ application under sub- 
section (1), which would, 
if made or done by or 
against an individual, be 
deemed in his insolvency 
to ‘be a fraudulent 
preference. 


(6) Where an order under this 
séction makes any alteration in, or 
addition to, the memorandum or 
articles of any company, then not- 
withstanding anything contained 
in any other provision of this 
Act, but subject to the provi- 
sions of the order, the company 
concerned shall not have power 
without:the leave of the court to 
make any further alteration in, or 
addition to, the memorandum or 
articles inconsistent with the pro- 
visions of the order, but subject to 
the foregoing provisions of this 
sub-section ' the alterations or 
additions made by the order shall 
have the same effect as if duly 
made by a resolution of the com- 
pany, and the provisions of this 
Act shall apply to the memoran- 


final order 
application. 


dum or articles as so -altered or 
added-to ARCORE R 


(T) A certified copy of every 
Biles under this section altering or 
adding to, or giving leave to alter 
or add to, the memorandum or 
articles of any company shall, 
within: fifteen days: after the 
making thereof, be delivered by 
the company to the registrar for 
registration, and if a company 
makes default in complying with 
the trovisions of this sub-section, 
the. company and every officer of 
the company. who is-in defsult 
shall-be punishable with fine which 
may extend to five thousand 
rupees. 

ri 


(8) It shall be lawful for the 
the court upon the application of 
any petitioner or of any respondent 
to a pètition under this section 
and upon such terms as to the 
court appears just and equitable, 
to make any such interim order as 
it thinks fit for regulating the 
conduct of the affairs of the com- 
pany pending the making of a 
in relation to the 


(9) Where ‘any manager, 
managing agent, managing direc- 
tor or any other director or any 
other person who has not been im- 


‘pleaded as a respondent to any ap- 


plication’ under this section applies 
to he made a party thereto, the 
court shall, if it is satisfied that his 
presence before the court is neces- 
gary in order to enable the court 
effectually and completely to ad- 
judicate upon and settle all the 


‘questions ‘involved in the applica- 


tion, direct that the name of any 
such persons be added to te 
application: 


i 


(10) In any case in which the 


‘court makes an order’ terminating 


any agreement between the com- 
pany and its manager, manag- 


ing 
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-agent or managing 
director or any of its other 
directors, as .the case may be, 
the- ‘court may, if it appears to 
it that the manager, managing 
agent, managing director or other 
director, as the case may be, has ` 
misapplied or retained or become 
liable or accountable for any 


| money or property of the company 


or has been’ guilty of any mis- 
feasance or breach of trust in 


relation to the company compel 


him to répay or restore the money 
or property or any part thereof 


_ respectively with interest at such 


rate as the court thinks just, or 
to contribute such sums to the 
assets of the company by way of 
compensation in respect of the mis- 
application, retainer, misfeasance 
or breach of trust as the court 
thinks just, and the provisions of 
sections 235 and 286 of this Act 
shall apply as they apply to a 
company in the’ course of being 
wound: up.. i 


Explanation—For the ‘purposes 
of this section, any material 
change after the 21st day of July 
1951, in the control of a company, 
or in the case of a company having 
a managing agent in the composi- 
tion of the managing agent which 
is a firm or in the control of the 
managing agent which is a comm- 
pany, may be deemed by the 
court to be’ a fact which would 
justify the making of a winding- 
up order on the ground that it 
would be just and equitable that 
the company should be wound up: 


Provided that the court is 
satisfied that by reason of the 
change the interests of the com- 
pany or any part of its members 
are or are likely to he unfairly 


and materially prejudiced. 


153D. Effect of termination 
of managing agency agreement, 
etc.—(1) Where by virtue of an 
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order made under sub-section (5) 
of section 153C an agreement 
between a company and its 
manager, managing agent, manag- 
ing director or other directors, as 
the case may be, is terminated or 
any other agreement is terminated 
or revised.— 


(a) the order shall not give 
rise to any claim on the 
part of the manager, 
managing agent, manag- 
ing director or other 
director, as the case may 
be, for damages or for 
compensation for loss of 
office or otherwise, 
whether the claim is 
made in pursuance of 
the agreement or other- 
wise, 

the order shall not give 
rise to any claim on the 
part of any other per- 
son for damages or tor 
compensation for the 
termination or revision 
of any other agreement, 
and 


(b) 


(c) no manager, managing 
agent, managing director 
or other director or any 
associate of such manag- 
ing agent shall, without 
the leave of the court, be 
appointed or reappointed 
or be entitled to act as 
the manager, managing 
agent, managing director 
or director of the com- 
pany for a period of five 
years from the date of 
the order. 


(2) If any person acts as the 
managing agent or manager of a 
company in contravention of the 
provisions of this section, such 
person, and in the case of a com- 
pany each of its directors, shall 
be punishable with imprisonment 
for a term which may extend to 
one year, or with fine which may 


extend to five thousand rupees, or 
with both. 


(8) No court shall grant leave 
under this section unless notice of 
the application has heen served 
on the Central Government and 
the Central Government has been 
given an opportunity of being 
heard in the matter. 


Explanation.—In this section, 
the expression ‘associate of a 
managing agent’ means :— 


(a) any firm of which the 
managing agent is a 
partner ; 


(b) any partner of the 


managing agent; 


(c) any private company in 
which the managing 
agent or any partner of 
the managing agent or 
any officer of the manag- 
ing agent is a member, 
director, managing agent 
or manager: 


(d) in the case of a manag- 
ing agent which is a 
company, any subsidiary, 
company of the manag- 
ing agent and any direc- 
tor, managing agent or 
manager of the manag- 
ing agent or any subsi- 
diary company of the 
managing agent; 


(e) where the managing 
agent is a private com- 
pany, any director'or any 
member thereof; 


(£) any company. of which 
the managing agent, 
whether alone or together 
with any partner of the 
managing agent, and 
where the managing 
agent is a 
any director of . the 
managing agent, is en- 
titled to exercise, or con- 


company > 
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trol the exercise of, one- 
quarter or more of the 
voting power at any 
general meeting.” 


8. Insertion of new- section 
989B in Act VIL of 1918.—After 
section 289A of the principal Act, 
the following section shall be ‘n- 
serted, namely :— 


“989B. Power of Central Gov- 
ernment to appoint advisory com- 
mission and to make rules im 
respect of certain matters.—(1) 
For the purpose of advising it in 
relation to any matter arising out 
of section 86J, section 87AA, 
clause (c) of section 87B, section 
87BB or section 87CC, the Central 
Government may constitute a 
commission consisting of not more 
than three persons with suitable 
qualifications and appoint one of 
them to be the chairman thereof. 


(2) It shall be the duty of the 
commission to inquire into and 
advise the Central Government on 
all applications for approval made 
to the Central Government under 
any of the sections referred to in 
sub-section (1) and on all other 
matters which may be referred to 
it by the Central Government 
under any of the said sections. 


(3) Every application for ap- 
proval made to the Central Gov- 
enment under any of the sections 
referred to in sub-section (1) 
shall be in such form as may be 
prescribed. 


(4) Before any application for 
approval is made to the Central 
Government, there shall be issued 
by or on behalf of the company a 
general notice to the members 
indicating the nature of the 
approval sought, and such notice 
shall be’ published once in the 
principal Indian language of the 
State.in which the registered office 
of. the company is situate in a 
newspaper circulating in that 
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State, and once in English in a 
newspaper similarly circulating, 
and copies of the publication duly 
certified by the company shall be 
attached to the application fot 
approval: 


Provided that nothing in this 
sub-section shall apply to a private 
company which is not the manag- 
ing agent of a public company. 


(5) For the purpose of making 
any’ inquiry under this section the 
commission may :— 


(a) require the production 
before it of any books or 
other documents in the 
possession, custody or 
control of the company 
relating to any matter 
under inquiry; 


123 call for any further in- 
formation or explanation 
if the commission is of 
opinion that such infor- 
mation or explanation is 
necessary in order that 
the books or other doeu- 
ments produced before 
it may afford full parti- 
culars of the matter to 
which they purport to 
relate; 


Foreign profits of Indian 
Residents. 


The Government of India have 
decided to give Income-tax exemp- 
tion on foreign profits of residents 
of India on the condition that such 
residents invest half the amount 
in Government securities. The 
necessary legislation in this regard 
will be promoted in due course. 


Announcing this a Finance 
Ministry Press note was issued. 
It said: 


(c) with such assistants as it 
thinks necessary, inspect 
any books or other docu- 
ments so produced and 
make copies thereof or 
take extracts therefrom; 


(d) require any manager, 
managing agent, manag- 
ing director or any other 
director or other officer 
of the company or any 
shareholder or any other 
person who, in the 
opinion of the commis- 
- sion, is likely to furnish 
information with respect 
to the affairs of the com- 
pany relating to any 
matter under inquiry, to 
appear before it and 
examine such person on 
oath or require him to 
furnish such information 
as ‘may be required and 
administer an oath ac- 
cordingly to the person 
for the purpose. 


(6) If any person refuses or 
neglects to produce any book or 
other document in his possession 
or custody which he is required to 
produce under this section or to 
answer any question put to him 
relating to any matter under in- 


NEWS AND NOTES 


“The Government of India have 
received representations that some 
concession may be granted in res- 
pect of foreign profits of residents 
of India, which would be charge- 
able to tax only on remittance and 
not otherwise. As the law stands. 
in the case of resident persons the 
profits accruing to them after 
March 31, 1933, and not already 
charged to tax on accrual basis, 
are liable to tax if and when re- 
mitted to India. It has been 
suggested that the main purpose 
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quiry, he shall be punishable with 
imprisonment for a term which 
may extend to two years and shall 
also be liable to fine. 


- (7) No suit or other legal pro- 
ceeding shall lie against the 
Central Government, the commis- 
sion or any member of the commis- 
sion in respect of anything which 
is in good faith done or intended 
to be done in pursuance of this 
section or the sections referred to 
in sub-section (1) or of any rules 
or orders made thereunder.” 


9. Repeal of Ordinance III of 
1951 —(1) The Indian Companies 
(Amendment) Ordinance, 1951 
(III of 1951) is hereby repealed. 


(2) Notwithstanding, such re- 
peal, anything done or any action 
taken in the exercise of any power 
conferred by or under the said 
Ordinance shall be deemed to have 
been done or taken in the exercise 
of: the -powers conferred by or 
under this Act, as if this Act were 
in force on the day on which such 
thing was done or action was 
taken. 


K. V. K. SUNDARAM, 
Secy..to the Govt. of India. 


m 


` 


of bringing money. being to make 
investments in India, exemption . 
should be granted on the condition 
that such residents invest half the 
amount in Government securities. 


“The Government of India have 
accepted this suggestion and will 
promote the necessary legialation ` 
to grant exemption under” the’ 
following terms: ‘. 


an al Grant | 


“In the-case of persons who arê` 
liable to be assessed in India as’ 
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residents, and who do not fall in 
the category of persons to whom 
concession on‘remittance of pro- 
fits has been allowed previously, 
their foreign accumulated profits 
remitted to India will not be 
charged to tax nor included in 
their total income, provided that: 
(1) the remittance is of profits 
which would be liable to tax only 
on remittance and were not other- 
wise liable to tax in the year of 
acerual; (2) the remittance is 
received in India before April 1, 
1954; (3) half the amount received 
is invested within three months of 
the receipt in the purchase of 
Government securities through the 
Reserve Bank of India and the 
securities so purchased are kept 
with the said Bank for custody for 
a minimum period of two years; 
(4) the remaining half is first 
utilised in the discharge of out- 
standing income-tax liability, if 
any.” 


The concession proposed above 
is in line with the concessions al- 
ready given in other categories of 
cases. It may be recalled that in 
May 1950 the Government of 
India announced an Income-tax 
concession in favour of Indians 
` trading abroad who wanted to 
return to India with their accu- 
mulated savings. 


The concession was that they 
would not be liable to tax on the 
amounts remitted to India within 
_ the first two years of their being 
resident in India. The necessary 
legislative provision granting this 
exemption had been included in 
the Income-tax Amendment Bill 
which was introduced in Parlia- 
ment on June 6, 1951. 


A similar concession was grant- 
ed to residents of Part B States, 
who became liable to pay tax for 
the first time after the financial 
integration in 1950. They are 


exempt on thei earlier foreign 
profits remitted to India before 
April 1, 1962. 


* R * 


Tax exemption on Sterling 
Pensions. 


A Press Note issued by the 
Ministry of Finance (Revenue 
Division) says that the exemption 
from Income-tax of Sterling pen- 
sions paid to persons residing 
permanently outside India had 
been withdrawn from the Govern- 
ment of India with effect from 
March 1, 1961. 


In this connection the Govern- 
ment have had occasion to consider 
further the case of officers of the 
Secretary of State’s Service and 


High Court Judges in the light of . 


many assurances and guarantees 
given to them. These assurances 
were in general terms and did not 
deal with the question of con- 
tinuing or not the exemption of 
their pensions from income-tax. 


Articles 221 (2) and 314 of the 
Constitution of India secure for 
the Judges of the High Court and 
officers of the Secretary of State’s 
services who continued to serve 
after the commencement of the 
Constitution the same conditions 
of service as regards remunera- 
tion, leave and pension as they 
were entitled ' to immediately 
before such commencement. Al- 
though in these Articles too there 
is no specific mention of the 
exemption of the pension from 
income-tax, the Government of 
india have construed these provi- 
sions liberally in favour of these 
officers and High Court Judges 
who were entitled to exemption 
on their pension and who con- 
tinued to serve after January 26, 
1950 and they have decided that 
such pensions drawn while a 
pensioner is residing permanently 
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oulside India will not be subjected 
to the Indian Income-tax. 


State Loans. 


The Governments of Bombay, 
West Bengal, Madras, Uttar. 
Pradesh and Madhya Pradesh 
floated loans which have all been 


fully subscribed. The loans 
amounted on the whole to 
Rs. 10.75 crores. 

x it 4 


Dividend from Agricultural 
Companies. 


The following report appeared 
in the “Hindu” dated September 
18, 1951 :— 


The question whether income-tax 
can be levied on dividends of agri- 
cultural companies received by 
shareholders was decided by the 
Income-tax Appellate Tribunal, 
Madras, in an appeal preferred by 
Mr. R. M. Seshadri, I.C.S. (Retd.) 
in respect of assessment of his 
personal income. 


Mr. Seshadri had received as 
dividends two sums from two 
companies whose income, having 
been derived from agriculture, 
was exempt from tax. It is stated 
that this exemption was in respect 
of 87.8 per cent of income in the 
case of one company and 96.5 
per cent in the case of the other. 
Tax had been levied by the In- 
come-tax Department on the divi- 
dends received by Mr. Seshadri. 
His appeal to the Appellate 
Assistant Commissioner having 
proved unsuccessful, he preferred 
an appeal to the Tribunal. 


-Allowing the appeal, the Tri- 
bunal, in the course of its order 
said, that on behalf of the depart- 
ment, it was argued that the 
assessee received this income in 
the shape of dividends from the 
companies,—-which were different 
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“persons” from the assessee and 
that the manner in which the 
companies derived their income 
was not relevant. If the income 
bore the stamp of exemption, this 
exemption concerned the company 
which was in the first receipt ‘of 
that income; when the income way 
transferred to-its profit fund, it 
lost its character, and the share- 
Holder received the dividend from 
the profit fund after the income 
had lost its identity. The point 
to be considered was the proxi- 
mate source of income and not the 
ultimate and, therefore, the 
assessee was not entitled to argue 
that the dividend received by him 
bore the stamp of agricultural 
income. The assessee, on the 
other hand, contended on the 
strength of Chagla, C.J’s observa- 
tion in Phaltan Sugar Works Ltd., 
vs. Commissioner of Income-taa, 
Phaltan State, Phaltan (1949 
LT.R. 499) at 507 that the 
character of income had not 
changed and in fact did not change 
when the company transferred the 
income to the shareholders, Chief 
Justice Chagla observed in that 
case that “if the income bore a 
character which exempted it from 


Shri Ramesh -Chandra Bhar- 
gava, Chartered Accountant, 
Lucknow writes as follows with 
reference to fresh telephone 
connections: ' 

Whatever the learned Council 
of the Institute of Chartered 
Accountants of India might form 
opinion about the services of its 
members as auditors to the various 
institutions and private enter- 


payment of tax, then the mere fact 
that that income was transferred 
to the shareholders in the shape 
of dividends would not alter in 
nature or character and that 
income would still not be Hable 
to TAX esc” 


The Tribunal, continuing, said 
that it was undisputed that 87.8 
per cent and 95.5 per cent of in- 
come in the case of these two 
companies was derived from agri- 
culture. What the company did 
was to pass on this income to 
shareholders in the shape of divi- 
dends. ` Merely because’ the 
company came in as an interme- 
diary for the purpose of transfer- 
ring income, the income received 
by the real proprietors of the 
estate could not lose its indentity 
of agricultural income. The in- 
come had the stamp of agricultural 
income upon it and it went into 
the pockets of the ultimate pro- 
prietor, the company working only 
as an intermediary for transfer- 
ring the income from agricultural 
operations into the pockets of its 
ultimate proprietors. “The com- 
pany is ‘merely an agency for 
transferring the income to its 





CORRESPONDENCE 
prises, the Government of Uttar 
Pradesh (Office of the Director 
of Telegraph & Telephones) are 
not going to think better of them 
than that of the petty grocers 
whereas the services of a lawyer, 
in their view, are essentiul and as 
such they have been giving prefer- 
ence to them (legal professionists) 
over others. According to their 
codé of preference, it seems, pro- 
fession is superior to business 
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ultimate proprietors. On the 
strength of the observations of 
Chagla, C.J., we are of the view 
that the character of the income 
has not changed and that the 
assessee is entitled to exemption 
on 87.8 and 95.5 per cent of 
income.” 


x * k 
A new method of tax evasion. 


The Sunday Pictorial published 
this note regarding the latest 
device for evading income-tax: 


‘You go to work. You pay your 
Income-tax. Your wife works, 
and she pays hers. Then they 
lump the two pay packets together, 
and you get another bill because 
the tax rate is higher when the 
incomes are combined. 


‘But many couples are finding a 
way round it by getting legally 
separated and going on living to- 
gether as before. It hasn’t the 
social stigma of divorce. It doesn’t 
get into the papers—and the boys 
and girls are saving themselves a 
packet of cash.’ 


and the services of the member 
having been classed as business, 
the bonafide claims of the member 
were put down in the past and 
are being ignored. 


I have nothing to grudge nor 
shed tears over the lot but I dare 
say I have just to bring to the 
kind notice of the learned Council 
the bare fact, which calls for 
serious attention. 


onal 
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sri P. S. Gopalakrishnan, B.A., 
A.C.A. has shifted his office to 
Bank of Baroda Ltd. (Upstairs) 
Big Bazar Street, Coimbatore with 
effect from the 12th September 
1951. 

* * * 

Sri K. R. Ramanujan, B.Sc., 
A.C.A. advises that from ist 
September 1951 he has been 
‘transferred to the Calcutta Branch 
of M/s. Parry & Co., Ltd. and his 
address will be as follows :— 


K. R. Ramanujan, B.Sc., A.C.A., 
M/s. Parry & Co., Ltd. 
Mercantile Buildings, 
9, Lall Bazaar Street, 
Calcutta. 


X w k 


Mr. R. P. Shah (Membership 
No. 1585) notifies his change of 
address as follows :— 

R. P. Shah, B.Com., A.C.A., 

C/o R. P. Shah & Co., 

Chartered Accountants, 
. 15, Raveline Street, 
Fort, Bombay. 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative as the re- 
solutions of the Council would be. 


The attention of the members 
is invited to the Regional Councils 
(First Election) Bye-laws publish- 
ed in the Gazette of India Part I 
Section I dated the 27th October, 
1951 which will be sent as a sup- 
plement with the next month’s 
bulletin. The important points to 
be noted are: 


PERSONAL NOTES 

Sri B. M. Sheth (Membership 
No. 1959) advises that he has 
started practice at 43/2, sheth’s 
Pole, Ratanpole, Ahmedabad in 
the name of M/s. Sheth & Co., 
Chartered Accountants. 

* xk z 


Shri J. N. Ghosh (Membership 
No. 1968) advises that he has 
been practising under the name 
and style of J. N. Ghosh & Co., 
from ist July 1951 at 5, Clive 
Ghat Street, Calcutta-1. 


* m +t 


Sri N. 5. Seshadri, G.D.A., 
A.C.A. has changed the place of 
his business from 190/B, Rash 
Behari Avenue, Calcutta-29 to 
P. 244 Lake Road, Calcutia-29 
with effect from 15-9-51. 


¥ x x 


Sri Lal Bahadur (Membership 
No. 2012) has shifted his office 
i.e., Messrs. Lall & Co., Chartered 
Accountants, from 7, Barron 
Road (Near Minto Road) New 
Delhi to 294, Katra Mohd. Din. 





BUSINESS NOTICE 

Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 





NOTE. 

1. All members whose names 
are entered in the Register 
of Members as on Ist April, 
1951, are eligible to vote and 
to stand for election. 


2. The nomination papers 
should reach the Secretary 


Page Thirty-five 


Chandni Chowk, (opp. Punjab 
National Bank), Delhi. 
a * * 


Messrs. Venkataraman & Martis, 
Chartered Accountants, 25, Bank 
Street, Fort, Bombay, have now 
Opened a branch at 28, Somwar- 
peth, Poona 2 which will be in 
charge of Mr. E. S. Venkataraman 
and Mr. W. Martis will be in 
charge of their Bombay office. 


xk ki x% 


Shri Bhupendra Pal 
Kalra (Membership No. 1948) 
Kanpur advises that he has 
changed his residence from 7/56, 
Tilak Nagar, Kanpur to 113/126, 
Swaroopnagar, Kanpur. 


* * me 


Singh 


Messrs. Menon & Ayvyar, 
Chartered Accountants, Ernaku- 
Iam have shifted their office from 
Koder’s Building, Broadway, 
Ernakulam to Top floor of Sri 
K. M. Varappan’s’ Building, 
Broadway, Ernakulam with effect 
from the 17th September 19651. 


ments, New Delhi, and all com- 
munications relating to matters 


to be published in the Bulletin, 
such as correspondence, articles 


and personal notes should 
be addressed to the Editor, Post 
Box No. 1854, MADRAS—1. 


of the Institute between 10th 
and 21st January, 1952, 


3. The last date before which 
nomination may be with- 
drawn is 31st January, 1952. 


4. The date of election is Ist 
April, 1952. 
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EDITOR'S NOTES 


Attention of the members is 
invited to the note printed at the 
end of the Bulletin of October 
1951 regarding the first election 
Bye-laws published in the Gov- 
ernment of India Gazette of the 
27th October 1951 mentioning the 
important points to be noted. The 
Bye-laws published in the Gazette 
are sent herewith as a supplement 
for the information of the mem 
bers. Important points are again 
repeated for specific reference. 


1. All members whose names 
are entered in the Register 
of Members as on Ist Arril, 
1951, are eligible to vote 
and to stand for election. 


2. The nomination papers 
should reach the Secretary 


of the Institute between 

10th and 21st January, 

1952. ~ k 
Reo 


~ 
~ 

elliot val 
r 


3. The last date before which 


nomination may be with- 
drawn is 3lst January, 
1952. 
4. The date of election is Ist 
April, 1952. 
Le x 1" 


The paper read by the Presi- 
dent of the Institute on the second 
day of the proceedings of the con- 
ference of The Bombay Region 
Chartered Accountants could not 
be sent as a supplement to the 
October 1951 issue, as copies were 
received too late for the purpose. 
They are enclosed as an addition- 
al supplement to this issue. 


x t, % 


The paper read by Mr. N. M. 
Shah, a member of the Council of 
the Institute.. of- Chartered Ac- 
countants of India on “Back 


Page Two 


November, 1951. 


Duty” in the Bombay Region ence is being published from this portions of the paper will appear 


Chartered Accountants Confer- 


issue part by part. Subsequent 


in the next two issues. 


NOTIFICATIONS BY THE COUNCIL 


No. 3- CA (1454) /50, New Delhi, 
the 28th September, 1951. 


With reference to this Insti- 
tute’s Notification No. 12-CA(1)/ 
51, dated 21st August, 1951, it is 
hereby notified that in exercise of 
the powers conferred by Regula- 
tion 13 of the Chartered Account- 
ants Regulations 1949, the Coun- 
cil of the Institute of Chartered 
Accountants of India is pleased to 
restore to the Register of Mem- 
bers with effect from the 18th day 
of September, 1951, the name of 
Shri Mahendra Pratap Singh, 4, 
Raibehari Lal Road, Lucknow 
(Membership No. 1454). 

G. P. KAPADIA, 
President. 
% 2 * 
No. 10-CA (6) /50, New Delhi, 
the 16th October, 1961. 


In pursuance of clause (3) of 
Regulation 10 of the Charterec 


Accountants Sepulations: 1949, i 


is hereby notified that“ the Certi 
ficate of Practice issued to Shri 
R. G. Gadgil,. Ganapati Peth. 
Sangli (membership No. 1984) 
Shall stand cancelled from lst 
October, 1951 to 30th June, 1952 


G. P. KAPADIA, 
President. 
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No, 3-CA (748) /50, New Delhi, 
the 15th October, 1961. 


In pursuance of Regulation 12 
of the Chartered Accountants 
Regulations, 1949, it is hereby 
-notified that in exercise of the 
powers conferred by clause (c) of 


sub-section (1) of Section 20 of 


the Chartered Accountants Act. 
1949, the Council of the Institute 
of Chartered Accountants of India 


is pleased to remove the name of 
Shri Gopal Laxman Chaugule, 
Prabhu Sadan, 109, Hindu Colony, 
Dadar, Bombay, (membership No. 
748) with effect from the 7th day 
of August, 1951. 


G. P. KAPADIA, 
President, 


Dr. S. G. Mandre, F.C.A., prac- 
tising in Bombay was suspended 
from practice for two years by 
the Chief Justice and Mr. Justice 
Gajendragadkar of the Bombay 
High Court. This is the first case 
of a member of the Institute being 
suspended from practice under 
the provisions of 85.21 of the 
Chartered Accountants Act. On 
receiving the Judgment of tke 
High Court full details of the case 
will be published. 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


INCOME-TAX 


Central Board of Revenue, New 
Delhi, the 6th September, 1951. 


No. 89—In exercise of the 
powers conferred by sub-section 
(1) of section 59 of the Indian 
Income-tax Act, 1922 (XI of 
1922), the Central Board of 
Revenue direct that the following 
further amendment shall be made 
in the Indian Income-tax Rules, 
1922, the same having heen previ- 
ously published as required by 
sub-section (4) of the said section, 
namely :— 


In the statement in rule 8 of 
the said Rules, under the head- 
ing ‘Class of Asset’, ‘III Machi- 
nery and Plant’, in group 2 (C) 
and sub-heading (i) after the 
word ‘Rubber’ the words ‘and 
plastic’ shall be inserted. 


S. P. LAHIRI, 


Seerctary, 
Centra} Board of Revenue. 
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New 


Central Board ,of Revenue, 


No. 98 In pursuance of sub- 
section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall þe 
made in the Schedule appended to 
its Notification No. 32 Income- 
tax, dated the 9th November, 
1946, namely :— 


In the said Schedule under the 
sub-head ‘IX-Bihar and Orissa’ 
for the existing Ranges and 


Delhi, the 17th September, 1951.Income-tax Circles the following 
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Ranges and Income-tax Circles 
shall be substituted, namely :— 


’ Patna 


- 1. Patna. 
2. Special Circle, Patna. 
&. Gaya, = $ 
4. Shahabad. a 
5. Dhanbad Circle,’ : 
6. Colliery. Circle, “Dhanbad. 
7. Santhal Parganas. 
- 8. Hazaribagh. 
9, Special Survey Circle, Patna 


(in respect of persons 'who 
have their principal place of 
business in or reside in the 
jurisdiction of Income-tax 
Circles specified in entries 
(1) to (8) above). . 


Muzaffarpur 

1. Muzaffarpur, 

2. Darbanga. 

8. Purnea. 

4. Champaran. 

5. Saran. 2b 

G. Bhagalpur. 

7. Monghyyr. 

&. Special Survey Circle, Patna 
(in respect of persons who 
have their principal place of 
business in or reside in the 
jurisdiction of: Income-tax 
Circles specified in entries 
(1) to (7) above). 

Ranchi 


1. Special Circle, Ranchi. 
Salary Circle, Ranchi. 
Ranchi-Palamau Circle. 
Manbhum Sadar. 
Singhbhum Circle. 
Jharsuguda. 

. Special Circle, Cuttack (in 
respect of persons who huve 
their principal place of busi- 
ness in or reside in the 
jurisdiction of Income-tax 
Circle, Jharsuguda). 
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8. Special Shrvey Circle, 
Ranchi (in respect of per- 
sons who have their princi- 
pal place of business in or 
reside in the jurisdiction of 
Income-tax Circles specified 
in entries (1) to (7) above). 


$ 


Cuttack 


1. ‘Special Girela, Cuttack (in 
respect of pefsons who have 
their principal place of busi: 

= ness in or réside in the juris. 
diction of Income-tax Circles 
in Cuttack Range excluding 
those in the jurisdiction ot 


Income-tax Circle, Jharsn-. 
guda). 

2. Cuttack Circle. 

3. Baripada. 

4. Berhampur. 

5. Rayagada. 

G. Special -Survey Circle, 
Ranchi (in'respect of per- 


sons who have.their princi 
pal place of business in or 
reside in the jurisdiction ət 
Income-tax Circles specifiea 
in entries (1) to (5) aboye). 


S, P. LAHIRI, | 
Secretary, 
Central Board of Revenue 
* l * x 
Ministry of Finance (Revenue 


Division), New Delhi, the 19th 
September, 1951. 


S.R.O. 1490—In exercise of the 
powers conferred by section 60A 


‘of the Indian Income-tax Act, 


1922 (XI of 1922), the Central 
Government hereby directs that 
the following further ‘amendment 
shall be made in the Part B States 
(Taxation Concessions) Order 
1950, published with the notifica- 
tion of the Government cf India 


in the Ministry of Finance 
(Revenue and Expenditure 
Department) No. S.R.O. 998, 


dated the ond December 1950, 
namely :—~ 
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The proviso to. clause (i) of 
paragraph 15 of the said Order 
shall be omitted and shall be 
deemed to have always been so 
omitted. 


SR.O., 1491—In exereise of the 
powers conferred by seetion 60A 
of the Indian Income-tax Act, 1922 
(XI of 1922), the Central Govern- 
ment hereby directs that the 
following further ametidment 
shall be made in thé Merged 
states (Taxation Concessions) 
Order, 1949 published with the 
notification of the Government of 
India in the Ministry of Finance 
(Revenue Division) No. 22(40)- 
I.T./49, dated the 3rd December, 
1949, namely :— 


The proviso to clause (ii) of 
paragraph 18 of the said Order 
shall be omitted and it shall be 
deemed to have always been so 
omitted. 
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New Delhi, the 20th September, 
1951. 


S.R.O. 1492—In exercise of the 
powers conferred by section 60A 
of the Indian Income-tax Act, 
1922 (XI of 1922), the Central 
Government hereby directs that 
the following amendment shall be 
made in the Merged States (Taxa- 
tion Concession) Order, 1949, 
namely :— 


After clause (ili) of paragraph 
13 of the said order, the following 
clause shall be added, namely :— 


“(iv) the profits of any Co- 
operative Society registered 
under any Act in force in a 
Merged State, or dividends or 
other payments received by 
members of any such society 
out of such profits. | 


For this purpose, the profit of 
Co-operative Society shall not be 
deemed to include any’ income, 
profits or gains from— 
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(1) investments in (a) securi- 3. Gorakhpur. Central Board of Revenue, New 
ties of the nature referred 4' ' Mirzapur. - Delhi, the 16th October, 1951 
O T DECUDUS O PRERADU ee ` Vindhya Pradesh.’ No. 118—In pursuance of sub. 
Income-tax Act, or (b) : 
ve ney Tae a, section (4) of section 5 of the 
rae tee areca we a Indian Income-tax Act, 1922 (Xu 
eran Kanpur ' ma of 1922), the Central Board ot 
' 1. Kanpur. | Revenue directs that the following 
(2) dividends; or w Jani. ae -C Cu further „amendments shall be 
(3) ~ o aes pe a 8. Companies “Circle, Kanpur.: orton bn a 
Idan Income iar Mou! eee “Profits Tax Cirele, ber, 1946, namely: — 
: anpur. deea 
S.: P. LAHIRI, Se Spet aa © ciie. . In the Schedule appended to the 
Dy. Secy. recone said notification under the sub- 
a = i head ‘V-West Bengal’. 
_* * * ` i a 
a7 i ' "A (1) After item'7 of the entries 
Central Board of Revenue, New Lucknow . ‘below Calcutta “A” Range, 
Delhi, the 22nd September, 1951.- ..1.. Bareillyns 9° the following entries shall 
S.R.O. 1497—In pursuance of 2..Faizabad. be inserted: oe 
sub-section (4) of section 8. Gonda. (8) -District IV (2). 
5 of the Indian Income-tax (9),. Howrah. 
s sAn . 
Act, 1922 (XI ‘of 1922), the rae and the existing ‘items 8, 
Central Board of- Revenue directs 5. Sitapur. t 9 and 10 shall 'be renum- 
that the following further amend- ' 6. Shahjahanpur " bered as 10, 11 and 12. 
ment shall be made'in the Sche- 7. Central Circle, Allahabad. (ii). Items 4 and 8 of the ‘entries 
— es ch bo p oe 8. Allahabad... ‘below Calcutta “B” Range 
o ncome-tax, date e i " 
November: 1946 a ely a. ' 9. Special Survey Circle, pe ibaa ng bal 
: ae i i Lucknow. ` j 
In the Schedule appended to the a. shall: be renumbered as 
said Notification, under the gub- - 4, 5, Gand 7. ) 
heed ‘TV-Uttar ‘Pradesh «and ‘Meerut ane = S. P. LAHIRI, 
Vindhya Pradesh’, for the Ranges, “<1. Meerut.. Secretary, 
nets pies, and sai 1 E Muzaffarnagar. Central Board of Revenue. 
ollowing anges, ncome-tax a ee: 
Circles and Wards shall be substi- ee is ee Meerut. me oo e 
tuted, namely :— ..”. S EA A Ministry of “Finance (Revenue 
: 5. Rampur. =- Division), New Delhi, the’. 
Agra _-6. Mordabad.. n ; 17th October, 1951. ` ~' 
1. Agra. 7. Special Survey Circle, No. 116—It is notified for 
2. Mathura. Meerut (in respect of per- general ‘information that the 
8. Fatehgarh, | sons who have their princi- Central Government are pleased 
4.. Special Survey Gircle, ple place of business in or AAY approve the institution men- 


i... Meerut (in -respect of - per- 


sons who have their- princi- i 
ral place of. business ,in or ~ 


reside in the: jurisdiction bere 


the Income-tax to Circle, 
Agra). 
“Banaras bh Wiss 
ta h F 2 ple 
- 1.’ Banaras. 


2. Azamgarh. 


reside in the jurisdiction of 'tiened ‘below for the purposes of 


the ~ 2Intome-tax Circle, sub-section (1) of section 15-B of 
Meerut). . the, ‘Indian Income-tax Act, 1922 
a a Tes are = (Xd of 1922) : — 
Dehradun ` 
e al Mysore 
1. Saharanpur.. 463. ‘National Institute of Engi- 
2. Dehra pU neering, Mysore.” 
$. P. LAHIRI, S. P. LAHIRI, 
Secy. Dy. Secy. 
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BANKING 


Ministry of Finance (Department 
of Economic Affairs),,New Delhi, 
the 11th September, 1951, 


S.R.O. 1884—In pursuance of 
sub-section (4) of section 29 of 
the Banking Companies Act,’ 1949 
(X of 1949), the Central Govern- 
ment hereby gives notice of its 
intention to make, with ‘effect 
from the 22nd day of December, 
1951, the following amendments 
to Form A (Form ‘of Balance 
Sheet) and Form B (Form of 
Profit and Loss Account) set out 
in the Third Schedule to the said 
Act, namely :— r. 


I. Form A-Form of Balance 
Sheet— 


(a) Capital and Liabilities side. 


——(1) For the heading ‘RESERVE 
FUND (b)? the heading” ‘RE- 
SERVE FUND AND OTHER 
RESERVES’ shall be substituted. 


(ii) For the item: ‘Current Ac- 
counts and Contingency (unad- 
„justed)` accounts’ under the head- 
ing ‘DEPOSITS AND OTHER 
ACCOUNTS’ the’ item ‘Current 
Accounts, Contingency Accounts, 
etc.’ shall be substituted. ; 


(iii)- For the Heading *BOR- 
ROWINGS FROM OTHER 
BANKS, AGENTS, ETC., the 
heading ‘BORROWINGS FROM 
OTHER BANKING COMPA- 
NIES, AGENTS, ETC.’ shall be 
substituted. 


(iv) For the heading ‘OTHER 
LIABILITIES (to be specified) 
(c)’ the heading ‘OTHER LIABI- 
LITIES (c)’ shall be substituted. 


(v) For the existing heading 
‘PROFIT AND LOSS: Less ag- 
propriation thereof’ the following 
heading shall be substituted: 


‘PROFIT AND LOSS 


Profit as per 
‘ sheet— 


last balance 


Less appropriations— | 


Add profit for the: year 
brought from. the, Profit 
and Loss Account-—’. 


(b) Property and Assets side.— 
(i) For the item ‘In hand and 
with Reserve Bank (including 
foreign currency notes)’ occur- 
ring under the heading ‘CASH’ 
the item ‘In hand and with Re- 


serve Bank and Imperial Bank ` 


(including foreign currency 
notes)’ shall be substituted. 


(ii) The item ‘Balances with 
other Banks (showing whether on 
deposit or current account)’ 
occurring under the heading 
‘CASH’ shall be shown as sepa- 
rate main item and numbered 
accordingly ; 


(iii) The existing item “BILLS 
DISCOUNTED AND PURCHAS- 
ED (e) (Other than Treasury Bull 
of the Central “and state Goverl- 
ment): y 


(i) payable in India. 


(ii) payable outside India’ 
shall be omitted. 


(iv) In item (i) under the head 
‘INVESTMENTS’ after the word 
‘ang State Governments and’ the 
word ‘other’ shall be inserted. 


(v) For the existing item 
‘LOANS, ADVANCES, CASH 
CREDITS AND OVERDRAFTS 
(other than bad and doubtful 
debts for which provision has 
been made to the satisfaction of 
the auditors). a. 

(i) in India © “ 

(ii) outside India’ ., 
the following shall-be substituted, 
namely : 

“ ADVANCES— (other than bad 
and doubtful debts for which 


trovision has been made to the 
satisfaction of the auditors). 


(I) Loans Cash Credits, over- 
drafts, ete. 
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(i) in India 
(ii) outside India’ 





e e 


(II) Bills discounted and pur- 
chased (excluding Treasury Bills 
of the Central and State Govern- 
ments). 


(i) payable in 
India 





(ii) payable outside 
India 4 








(vi) For the word ‘Particulars’ 
after the existing item “LOANS, 
ADVANCES, CASH CREDITS 
AND OVERDRAFTS” the follow- 
ing shall be substituted, namely, 


“Particulars of ADVANCES.” 

(vii) In the particulars under 
the existing heading ‘LOANS, 
ADVANCES, CASH CREDITS 
AND OVERDRAFTS’ wherever 
the -extressions ‘bank’ or ‘banks’ 
occur there shall be substituted 
therefor the expressions’ ‘banking 
company’ or ‘banking companies’, 
as the case may be. 


(viii) In the particulars under 
the existing heading ‘LOANS, 
ADVANCES,. CASH CREDITS 
AND OVERDRAFT’ after item 
(iv) two -parallel lines shall be 
drawn, in the inner column so that 
the total of the first four items of 
the rarticulars agrees with the 
amount shown against the main 
head. 


(ix) For item (vii) of the 
particulars :under` the existing 
heading ‘LOANS, ADVANCES, 


CASH CREDITS AND OVER- 
DRAFTS’ thé following item shall 
be substituted, namely, t 


“(vii) Maximum total amount 
of advances including 
temporary advances 
made at any time during 
the year to directors of 
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managers or Officers of 
the banking company or 
any of them either sever- 
ally or jointly with any 
other persons (ff).” 


(x) In item (viii) of the parti- 
culars under the existing heading 
‘LOANS, ADVANCES, CASH 
CREDITS AND OVERDRAFTS’— 


(i) for the word ‘loans’ the 
word ‘advances’ shall be substi- 
tuted. 


(ii) after the words ‘as mem- 
bers’ the brackets and letters ‘(ff)’ 
shall be added. \ 


(xi) For the heading ‘BILLS 
FOR COLLECTION BEING 
BILLS RECEIVABLE AS PER 
CONTRA’, the heading ‘BILLS 
RECEIVABLE BEING BILLS 
FOR COLLECTION AS PER 
CONTRA’ shall be substituted. 


(xii) For the heading ‘AC- 
CEPTANCES, ENDORSE- 
MENTS AND OTHER OBLIGA- 
TIONS’ per contra’ the heading 
“CONSTITUENTS’ LIABILI- 
TIES FOR ACCEPTANCES, 
ENDORSEMENTS AND OTHER 
OBLIGATIONS per contra” shall 
be substituted. | 


Il, Form B—Form of Profit and 
Loss Account. 


(a) Income side.—(i) For the 
heading ‘Income (Less provision 
made during the year for bad and 
doubtful debts)’ the heading ‘In- 
come” (Less provision made 
during the year for bad and 
doubtful debts and other usual or 
necessary provisions)’ shall be 
substituted. ’. r 


(ii) The heading ‘Transfer 
from contingencies account’ shall 
be omitted. 


(iii) For the heading ‘Profit 
made on sale of investments, gold 
and silver, land, premises and 
other assets’ the heading 


‘Net - 


profit on sale of investments, gold 


and silver, land, premises and 
other assets (not credited to Re- 
serves or any particular Fund or 
Account)’ shall be substituted, 


(iv) For the heading ‘Profits 
made on revaluation of invest- 
ments gold and silver, land, pre- 
mises and other assets’ the head- 
ing ‘Net profit on. revaluation of 
investments, gold and silver, land, 
premises and other assets (not 
credited to Reserves or any parti- 
cular Fund or Account)’-shall be 
substituted. 


(b) Expenditure sidex—(1) For 
the heading ‘Interest paid on de- 
posits’ the following shall be sub- 
stituted, namely, 


‘Interest paid on deposits, bor- 
rowings, ete.’ 


(ii) The headings: ‘Salaries and 
Allowances ‘(Showing separately 
salaries and allowances to manag- 
ing director or manager)’ and 
‘Provident Fund’ shall be combin- 
ed together as ander: © <“ i 


“Salaries and Allowances and 
Provident Fund (showing sepa- 
rately salaries and allowances 
to managing director, manager 
or chief executive officer).” 


(iiiy The headings ‘Directors’ 
Fees and allowances” and “Local 
Committee members’ fees and 
allowances” shall be combined to- 
gether as under: 


“Directors’ and Local Commit- 
tee Members’ fees and allowances.” 


(iv) The Headings ‘“Deprecia- 
tion on Bank’s: Property” and 
“Repairs to Banks Property” 
shall be combined together as 
under: ' 


“Depreciation on and repairs to 
the banking company’s property.” 


(c) The following foot-note to 
the Form shall be added, namely, 
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“*Net loss on sale or revalua- 
tion of investments, gold and 
silver, land, premises and other 
assets, if any, may be deducted 
from income.” 


Ill, Notes appended to Form A. 
— (i) Note (b) of the Notes ap- 
pended to the Form shall be 
omitted. 


(ii) For the existing note (c) of 
the Notes appended to the Form, 
the following shall be substituted: 


“(e) Under this heading may 
be included such items 
as the following: pen- 
sion or insurance funds, 
unclaimed dividends, 
advance payments and 
unexpired discounts, 
liabilities to subsidiary 
companies and any 
other liabilities.” 


(iii) For the word “bank” 
occurring in item (ii) of note (d) 
to the Notes appended to the form 
of Balance Sheet, the words 
“banking company” shall be sub- 
stituted. 


(iv) Note. (e) of the, Notes 
appended to the Form shall be 
omitted. 


(v) After the existing note (f) 
in the notes appended to the Form 
the following new note shall be 
inserted, namely, 


“(ff) maximum total outstand- 
ing balance in all such 
accounts as a unit on any 
day during the year 
should be given under 
this heading.” 


(vi) For the words “Bank 
premises wholly or partly occu- 
pied” occurring in note (g) to the 
Notes appended to the form of 
Balance Sheet the words “Pre- 
mises wholly or partly occupied 
by the banking company” shall be 
substituted. 
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(vii) For the existing note (i) 
of the Notes appended to the Form 
the following shall be substituted: 


“(i) Value shown shall not ex- 
ceed the market value and 
in cases where the market 
value is not ascertainable, 
the estimated realisable 
value.” 


(viii) (c) The foot-note to the 
Notes appended to the Form shall 
be omitted. 


IV. All the headings in Form A 
and in Form B as amended above 
shall be numbered. 


S. K. SEN, 
Dy. Secy. 
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CHARTERED ACCOUNTANTS 


Ministry of Finance, New Delhi, 
the 26th September, 1951. 


S.R.O. 1489 — Corrigendum — 
On page 1426 of the Gazette of 
India (Part II Section 3), dated 
the 15th September, 1951, in line 
4 of the Ministry of Finance Noti- 
fication No. S.R.O. 1881, dated the 
5th September, 1951 for the words 
“in the office of the Accountant- 
General, Food Relief and Supply,” 
please read “in the office of the 
Comptroller and Auditor-General 
of India.” 


B. K. KAUL, 
Dy. Secy. 


* kai * 


P. Dis. No, 770-51, dated 29-9-’51. 
Rules relating to cases under the 
Chartered Accountants Act, 1949 
(Central Act XXXVIII of 1949). 


The following rules shall regu- 
late the procedure to be adopted 
in regard to cases received by the 
High Court under section 21 of 
the Chartered Accountants Act, 
1949 (hereinafter referred to as 
the Act) :— 
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1. All cases received by the 4. In case the Central Govern- 


High Court under section 21 of 
the Act shall be numbered as 
‘Cases Referred’ and shall be 
dealt with on the Appellate Side. 


2. The Council of Institute of 
Chartered Accountants of India 
(hereinafter referred to as the 
Council) shall forward to the 
High Court one set of material 
papers relating: to the enquiry 
which will be regarded as the 
original set. It shall include the 
following records :— 


(a) The finding of the Council. 


(b) The Report of the Discipli- 
nary Committee, 


(c) Complaint or information. 


(d) Written statement of de- 
fence. 


(e) Depositions of witnesses, 
affidavits, exhibits, and other oral 
and documentary evidence. 


(f) Notes of the hearing before 
the Disciplinary Committee and 
the Council. 


(g) Such other papers which 
were before the Disciplinary Com- 
mittee and the Council as the 
Council may consider relevant or 
the High Court may require for 
the disposal of the case. 


The Council shall also furnish 
the High Court with two addition- 
al authenticated copies of the 
papers aforesaid. 


3, A translation in English of 
the documents which are not in 
that language and are included in 
the material papers shall be fur- 
nished by the Council under its 
own authority. If the High Court 
considers that an official transla- 
tion of any document or documents 
is necessary, such translation 
shall be made in the High Court, 
the expenditure incurred in that 
behalf being recovered from the 
Council. 


ment or any person interested re- 
quires copies of the material 
papers, the Council shall furnish 
such copies on application made 
to it subject to such terms and 
conditions as may be prescribed 
by the Council.. 


5. The Council shall forward 
along with the material papers a 
memorandum containing the full 
and correct postal address of all 
persons or authorities on whom 
notices are required to be served 
under section 21 (2) of the Act. 


6. Or the case being numbered, 
the Registrar shall fix a date for 
the hearing of the case and shall 
cause notice to be issued under 
section 21(2) of the Act in the 
Form prescribed in the annexure 
hereto. The date of hearing shall 
be so fixed that there will be an 
interval of not less than 15 days 
between the date of service of 
notice and the date of hearing. 


7. The case shall be heard by a 
Bench of not less than two Judges, 
to be constituted by the Hon’ble 
the Chief Justice, 


8. The Registrar shall send a 
certified copy of any order that 
may be passed by the High Court 
in the case to the Secretary to the 
Council and to the Secretary to 
the Government of India (Minis- 
try of Finance). 





ANNEXURE. 


IN THE HIGH COURT OF 
JUDICATURE AT MADRAS. 


(Appellate Side) z 


Case Reference No. of 
19 . the Matter 
of the Chartered Accountants Act 
(Central Act XXXVIII of 1949) 
and in the matter of Member of 
the Institute of Chartered Ac- 
countants of India, 
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The Council of the Institute of 
Chartered Accountants of 
India—Referring Authority. 


slate A Mg & Respondent. 


ere ee ‘Member of the 
Institute, the 
above named. 


(2) Secretary to the Council of 
the Institute of Chartered 
Accountants of India. 


(8) Secretary to the Govern- 
ment of India (Ministry of 
Finance), New Delhi. 


Whereas the Council of the In- 
stitute of Chartered Accountants 
of India has forwarded to this 
Court its finding, dated the...... 
195 and the report of the Disci- 
plinary Committee dated the 
ZEAE SAT 195 in the above case: 


Now take notice that the High 
Court will proceed to hear the 
said case and pass orders thereon 
onthe day of 195, when you may 
appear either in person or by an 
Advocate and make your submis- 
sion to the Court. 


High Court of Judicature, 
Madras, dated 195 


Sub-Assistant Registrar, 
Appellate Side. 


S. SRINIVASA AYYAR, 
Registrur. 
High Court, Madras, 
29th September, 1951. 
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INCOME-TAX APPELLATE 
‘TRIBUNAL 


THR APPELLATE TRIBUNAL 
RULES, 1946. 


NOTIFICATION 
Bombay, the 31st October, 1946" 
+ Published in the Gazette of India, 


Part II, Section 2, dated 16-11-46, 
- at page 606. 


Respondent 


In pursuance of sub-section (8) 
of section 5A of the Indian 
Income-tax Act, 1922 (XI of 
1922), and in supersession of the 
existing rules made thereunder, 
the Appellate Tribunal is pleased 
to make the following rules, 
namely :— 


1. (i) These rules may be call- 
ed the Appellate Tribunal Rules, 
1946. 


(ii) They shall come into force 
on the 25th November, 1946. 


2. In these rules, unless there 
is anything repugnant in the syb- 
ject or context, 


(i) “Act” means the Indian 
Income-tax Act, 1922 (XI of 
1922); 

(ii) “Authorised representa- 


tive’ means :— 


(a) in relation to an agssessee, 
a person duly authorised 
by the agsessee under see- 
tion 61 to attend before the 
Tribunal; and 


in relation to an Income- 
tax authority who is;a 
party to any proceeding be- 
fore the Tribunal, a person 
duly appointed by the 
Central Government by 
notification in the official 
Gazette as authorised -re- 
presentative to appear, 
plead and act for such 
authority in any such pro- 
ceeding, and any other 
person acting on behalf of 
the person so appointed; 


(iii) “Bench” means a Bench 
of the Tribunal constituted under 
sub-section (5) of section 5A; 


(b) 


(iv) “Member” means a Mem- 
ber of the Tribunal; 


(v) “Prescribed form” means a 
form prescribed in the rules made 
by the Central Board of sevens 
under section 59; 
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(vi) “President?” means the 
President of the Tribunal; 


(vii) “Registrar” means the 
person who is for the time being 
discharging the functions of the 
Registrar of the Tribunal; 


(viii) “Section” means a sec- 
tion of the Act; 


(ix) “Tribunal” means the Ar- | 
pellate Tribunal constituted by 
the Central Government under 
section 5A, and includes where the 
context so requires, a Bench exer- 
cising and discharging the powers 
and functions of the Tribunal. 


3. A Bench shall hold its sit- 

tings at its headquarters or” such 
other places as it may consider 
convenient. 
_ 4. (i) A Bench shall hear and 
determine such appeals and ap- 
plications made under the Act as 
the ‘President may: by general or 
special order direct. 


+ (ii) Where at a headquarters 
other than Bombay there are two 
Benches of the Tribunal, the 
senior most member may transfer 
an'apreal or an application from 
one of such Benches to the other. 


t5. e; * + as 


6. The language of the Tri- 
bunal shall be English. 


7. (i) A memorandum of ap- 
peal to the Tribunal] shall be pre- 
sented by the appellant in person 
or by an agent to the Registrar at 
the headquarters of the Tribunal 
at Bombay, or to an officer autho- 


+ Present Rule 4 was re-numbered 
sub-rule (1) and sub-rule (2) was 
inserted by notification No. 7 
AT/51 dated 13-7-51 published im 
the’ Gazette of India, Part TI, 
Section I, dated 21-7-51 at page 293, 


‘ Rule 5 was deleted by amending 
notification No. 2 AT/48, dated 
26-1-48 published in the Gazette of 
India, Part I, Section 2, dated 
14-248 at page 132. 
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rised in this behalf by the Regis- 
trar, or sent by registered post 
addressed to the Registrar or to 
such officer. 


(ii) A memorandum of appeal 
sent by post under sub-rule (1) 
shall be deemed to have been pre- 
sented to the Registrar or to the 
Officer authorised by the Regis- 
trar, on the day on which it is re- 
ceived in the office of the Tribunal 
-at Bombay or, as the case may be, 
in the office of such officer. 


8. The Registrar or, as the 
case may be, the authorised officer 
shall endorse on every memoran- 
dum of appeal the date on which 
it is presented, or deemed to have 
‘been presented under rule 7 and 
shall sign the endorsement. 


9: ‘Every memorandum of ap- 
peal shall be written in English, 
and shall set forth, concisely and 
under ‘distinct heads, the grounds 
of appeal without any argument 
or narrative; and. sych grounds 
shall be numbered -consecutively. 


10. (i) Every, memorandum 
of appeal shall be in triplicate and 
shall be accompanied by ‘two 
copies (at least one of which shall 
be a certified copy) of the, order 
appealed against and two copies 
‘of the order of the Income-tax 
Officer. 


(ii) The Tribunal may in its 
discretion accept a memorandum 
of appeal which is not accompani- 
ed by all or any of the documents 
referred to in sub-rule (1). 


11, Where a fact which cannot 
be borne out by, or is contrary to, 
the record is alleged, it shall be 
stated clearly and concisely and 


supported by a ‘ed sworn affida- . 


vit. 


12: The appellant shall not, 
except by leave of the Tribunal, 


urge or be heard in suLport of any 
ground not set forth in the memo- 
randum of appeal ; but the Tri: 
bunal, in deciding the appeal, 
shall not be. confined to the 
grounds set forth in the memoran- 
dum of apĻeal or taken by leave 
of tae Tribunal under this rule. 


Provided that the Tribunal shall 


not rest its decision on any other 


ground unless the party who may 
be affected thereby has had a 
sufficient opportunity of being 
heard on that ground. 


13. The Tribunal may reject a 
memorendum of appeal, if it is not 
in the prescribed form or return 
it for being amended within such 
time as it may allow. On re-pre- 
sentation after. such amendment 
the memorandum shall be signed 
and dated by an officer authorised 
in this behalf Ky- thé Tribunal. 

ee 


14. In en appeal by an assessee 
under sub-section (1) of section 
33 Sor sub-section (3) of section 
88B, the Income-tax: Officer con- 
cerned shall be made a respondent 
to the appeal.. 


(i as 


15. In an appéal by- the Income- 
tax Officer under sub-section (2) of 
section 33, the’ aprellant before 
the- Apjellate Assistant Commis- 
sioner shall be made a respondent 
to the appeal. 


716. (In an appeal under sub- 
section (2) of section 33. a certi- 
fied copy of the order of the Com- 
missioner directing that an appea! 
be preferred, shallivbe appended 
to the memorandum of appeal). 


ae The “words in brackets were inserted 
by notification No. 4 AT/49 dated 
6-10-49 published at page 797 of the 
Gazette of India, Part- TI, Section 2, 
dated 29-10-49. 


4 Substituted by, notification No. 8 
AT/51 dated 10-8-51 published at 
nage “79 of ‘He Gazette of India, 
Part IU, Section I, dated 22~9-51. 
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(17. Where a memorandum 
of appeal is signed by an authoris- 
ed representative, the assessee 
shall append to the memorandum 
a document authorising the repre- 
sentative to appear for him and 
if the representative is a relative 
of the assessee, the document shall 
state what his relationship is with 
the assessee or if he is a person 
regularly employed by the’ asses- 
see, the document shall state the 
capacity in which he is at the time 
employed. 


Provided that such a document 
need not be appended in the case 
of an appeal under sub-section 
(2) of section 33 of the Act. 


@ 18. An authorised represen- 
tetive appearing for an assessee at 
the hearing of an appeal shall, 
unless the document referred to 


in rule 17 has been appended, file 
‘such a document before the com- 


mencement of the hearing. 


19. The Tribunal may, on an 
application made by an avrellant, 
direct the preparation of a paper 
book at the cost of the appellant. 
If such a direction is given, the 
parties to the appeal shall be re- 
quired by the Registrar to state 
what papers and documents they 
desire to be included in the paper 
book. On receipt of the state- 
ments of the parties, the Registrar 
shall take such action as may be 
necessary for the preparation of 
the paper book, 


20. (1) The Tribunal shall 
notify to the rarties the date and 
place of hearing of the appeal, 
and send a copy of the memoran- 
dum of appeal to the respondent 
cither hefore or with such notice. 

rf Rules J7 and 18 were substituted 

for the old rules by notification 
No. 5 AT,49 dated 20-1-50, publish- 
ed al page 90 of ithe Gazette of 


India, Part ITI, Section 2, dated 
28-1-1950. 
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|| (i) The issue of the notiée 
referred to in sub-rule (1) shall 
not by itself be deemed to mean 
that the appeal has been admitted. 


21. The date and place of hear- 
ing of the appeal shall be fixed 
with reference to the current busi- 
ness of the Tribunal and the time 
necessary for the service of the 
notice of the appeal, so as to allow 
the parties sufficient time to ap- 
pear and be heard in support of, 
or against the appeal. 


22. In an appeal under sub- 
section (1) of section 33, in fixing 
the date for the respondent to 
appear and answer to the appeal, 
a reasonable time shall be allowed 
for the necessary communication 
with the Commissioner through 
the proper channel and for the 
issue of instructions to an autho- 
rised representative to appear 
and answer on behalf of the 
respondent. 


23. On the day. fixed, or any 
other day to which the hearing 
may be adjourned, the appellant 
shall be heard in support of the 
appeal. The Tribunal shall then, 
if it does not dismiss the appeal at 
once, hear the respondent against 
the appeal, and in such case the 
appellant shall be entitled to reply. 


24. Where on the day fixed for 
hearing or any other day to which 
the hearing may be adjourned, the 
appellant does not appear when 
the appeal is called on for 
hearing (the Tribunal may, in its 
discretion, either dismiss the ap- 
peal for default: or may hear it 
ex-parte).** 

AT/51 dated 20-3-1951 prbblshed at 


page 118 of the Gazette of India, 
‘ (Part IO, Section T, dated 31-3-1951 


** The words in brackets were substi- 
tuted for the words “the Tribunal 
. may, dismiss the appeal.for default” 
" by. amending notification No 2 
AT/48, dated 26-1-48, published in 
the Gazette of India, Part II, 
Section 2, dated 14-2-48 at page 132. 


55. Where on the day tiked for 
hearing or any other day to which 
the hearing may be adjourned, the 
appellant appears and the respon- 
dent does not appear when the 
appeal is called on for hearing, the 
Tribunal may hear the appeal 
ex-parte. 


Ex planation :—In rules 24 and 
25 “appear” means appear in 


person or through an authorised - 


representative. 


26. Where an assessee whether 
he be the appellant or the respon- 
dent to an appeal dies or is adjudi- 
cated insolvent or in the case of a 
company is being’ wound up, the 
appeal shall not abate and may, 
if the assessee was the appellant, 
be continued by, and if he was the 
respondent be continued against, 
the executor, administrator or 
other legal representative of the 
assessee or by or against the 
receiver or liquidator as the case 
may be. 


27. The respondent, though he 
may not have appealed, may sup- 
port the order of the Appellate 
Assistant Commissioner on any 
of the grounds decided against 
him. 


28. Where the Tribunal is of 
opinion that the case should be 
remanded, it may remand it to the 
Appellate Assistant Commissioner 
or the Income-tax Officer, with 
such directions as the Tribunal 
may think fit. 


29. The parties to the appeal 
shall not be entitled to produce 
additional evidence either oral or 
documentary before the Tribunal, 
but if the Tribunal requires any 
document to be produced or any 
witness to be examined or any 
affidavit to be filed to enable it 
to pass orders or „for, any 
other substantial cause, or if the 
Income-tax Officer has decided 
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the case without giving a sufficient 
opportunity to the assessee to 
adduce evidence either on points 
specified by him or not specified 
by him, the Tribunal may allow 
such document to be produced or 
witness to be examined or affidavit 
to be filed or may allow such evid- 
ence to be adduced. 

30. Such document may. be 
produced or such witness examined 
or such evidence adduced either 
before the Tribunal or before the 
Appellate Assistant Commissioner 
or before the Income-tax Officer 
as the Tribunal may direct. 

31. If the document is directed 
to be produced or witness 
examined. or evidence ‘adduced 
before the Appellate Assistant 
Commissioner or the Income-tax 
Officer, he shall comply with the 
direction of the Tribunal and after 
compliance send the ‘document, 
the record of the deposition of the 
witness or the record of the 
evidence adduced, to the Tribunal. 


82. The Tribunal may, on such 
terms as it thinks fit, and at any 
stage adjourn the hearing of the 
appeal. 


tt 32-A. The proceedings before 
the Tribunal shall not be open to 
the public. No person except the 
assessee, his employee, his autho- 
rised representative including 
counsel engaged by him or by the 
authorised representative shali, 
without the permission of the 
Tribunal, remain present when an 
assessee’s case is being heard by 
the Tribunal. 


Provided that the provisions of 
this rule shall not apply to the 
officers of the Income-tax Depart- 
ment and counsel engaged by it. 





tt Inserted by notification No. 4 
AT/49 dated 8-10-49 published at 
page 797 of the Gazette ‘of India, 
Part IT, Section 2, dated 239-10-49. 
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88. (i) The order 6f thé Bench 
Shall be in writing and shall be 


Signed and dated by the members 
ébnatituting it. 


(ii) Where a ease is referred 
tinder sub-section (7) of section 
5A, the order of the member or 
members to whom it Is referred 
shall be signed and dated by him 
or them as the case may be. 


84. The Tribunal shall, after 
the order is signed, cause it to be 
communicated to the assessee and 
to the Commissioner, 


tł 35. (An application for re- 
ference under sub-section (1) of 
section 66 shall be in triplicate and 
shall be accompanied by a list of 
documents (particulars of which 
shall be stated) which 
opinion of the applicant should 
form part of the case and a trans- 
lation in English of any such 
document, where necessary). 


36. Rules 7, 8, 13, 20, 21, 22, 
23, 26 and 33 shall apply, mutatis 
mutandis, to an application under 
gub-section (1) of section 66. 


37. Where the application is by 
an assessee, the Commissioner to 
whom the Income-tax Officer is 
subordinate, shall be made a res- 
pondent. 


88. Where the application is by 
- the Commissioner, the assessee 
shall be made a respondent. 


{ 
39. The Bench which heard the 
appeal giving rise to the applica- 
tion shall hear it unless the Presi- 
dent directs otherwise. 
' sid 
40. On receipt of the notice of 
the date of hearing of the applica- 
tion, a respondent shall, at least 
'7 days before the date of hearing, 
submit a reply in writing to the 
‘application. 
+: Substituted for the old rule 35 by 


notification 4 AT/49, dated 6-10-49. 


in the 


§§41: The reply to the appli- 
eation shall specifically admit or 
deny whether the question of law 
formulated by the applicant arises 
out of the erder under sub-section 
(4) of section 33. If the question 
formulated by the applicant is de- 
fective, the reply shall state in 
what particular the question is 
defective and what is the exact 
question of law which arises out 
of the said order. The reply shall 
be accompanied by two copies 
thereof, a list of documents (the 
particulars of which shall be 
stated) which in the opinion of 
the respondent should form part 
of the case and a translation in 
English of any.. such document, 
where necessary. 


42. On the day fixed for the 
hearing of the application or any 
other day to which the hearing 
may have been adjourned, after 
hearing the parties; the Tribunal 
shall dismiss the-application if it 
is of opinion that no question of 
law arises out of the order passed 
under sub-section (4) of section 
33. 


48. Where the Tribunal is of 
opinion that a question of law 
arises out of the order under sub- 
section (4) of section 38, it shall 
draw up the statement of the case. 


TT 44. The Tribunal shall ap- 
pend to the statement documents 
which in its opinion should form 
part of the case. 


45. The order on the applica- 
tion for reference shall be com- 
municated to the assessee and the 
Commissioner. 


46. Where a question js receiv- 
ed from the High Court under 
sub-section (2) of section 66, or 
where the case is referred 


“4$ Substituted for the old rule 41 by 
notification No 4 <AT/49, dated 
6-10-49, 


1¥ Substituted for the old rule 44 by 
notification No 4 AT/49 dated 
6-10-49 published at page 797 of 
the Gazette -of India, Part I, 
Section 2, dated, 29-10-49, 
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back under sub-section (4) of 
the said section, it shall be dealt 
with by the Bench referred to in 
rule 89 unless otherwise directed 
by the President. 


47. When a copy of the judg- 
ment of the High Court is reeeiv- 
ed by the Tribunal under sub- 
section (5) of section 66, it shall 
be sent to the Bench referred to 
in rule 39 for such orders as may 
be necessary unless the President 
directs otherwise. 


@@ 48. (i) Copying fees shall 
be charged as follows :— 


(a) For the first 200 words or 
less 12 annas 


(b) For every additional 100 
words or fraction there- 
of 6 annas 


(ii) Copying fees shall be re- 
covered in advance in cash. 


(iii) Where a party applies for 
immediate delivery of a copy of 
evidence taken down by a steno- 
grapher, the fees chargeable shall 
be 50 per cent. more than in sub- 
rule (1) the extra fees charged 
shall be paid to the stenographer. 


|| (iv) Except in cases where 
copies are supplied free under.the 


-rules or instructions for the time 


being in,force and in cases cover- 
ed by sub-rule (3), the -scale of 
fees to be charged for the supply 
of copies urgently shall be twice 
those prescribed by sub-rule (1). 


@@ 49. (i) Fees for inspect- 
ing records and registers of the 
Tribunal shall be eharged- as 


follows :— CER 
@@ The present rules 46 and 49 were 
substituted for the old rules by 
amending notification No 3 AT/48, 
dated 19-7-48 published ın the 
Gazette of India, Part IT; Sectaon 2, 
dated 7-848 at page 668,000 ay 


Sub-rule (IV) of 48 yas inge 
by notification No. 7 eit ahted 
12-7-51 published ın the' Gazette of 


India, Part ITI, Section I, dated 
21-77-51 at page 293. 


— 
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(a) For the first hour or part 
thereof 
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By order of the Appellate 
Tribunal, 


(ii) Fees for inspecting shall 


19 annas be recovered in advance in cash. 


(b) For every additional hour 


(iii) No fees shall be charged 
for inspecting records of a pend- 
ing appeal or application by a 


(Sd.) A. N. SHAH, 





or part thereof. 8 annas party thereto. President. 
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I. INTRODUCTION 
Taxation is Always Uniwelcome 


However laudable be the object 
and however noble the purpose, 
taxation is rarely a welcome 
feature of any State, At best, it 
is a burden, made lighter accord- 
ing to the manner in which the 
revenue is defrayed. 


Income-tax, which,-. as Lord 
Macnaghten put it, is a tax on 
income, is the least welcome of all 
the taxes. “To tax and to please, 
no more than to love and to be 
wise, is not given to man” is more 
true to-day than in 1774 when 
Burke wrote those words. “Even 
good administration cannot pre- 
vent taxation from being to some 
extent unpopular with those who 
contribute to it, because taxation 
deprives the citizen of a portion 
of his means” (Royal Commission 
Report on Ineome-tax, 1920, 
p. 329). 


Judge Tudor Rees at Brentford 
County Court said :— 


“Income-tax tends to make an 
honest man dishonest, hecause I 
don’t know if anybody has any 
conscience in evading obligations 
to Income-tax. Every device is 
resorted to avoid an impost that 
has always been regarded as a 
burden—although, no doubt, a 
necessary burden.” 


When we consider that the sole 
object of taxation is to finance ex- 
penditure for the common good, 
we may well wonder why it should 
engender such widespread resent- 
ment and even drive otherwise 
respectable citizens into dis- 
honesty. The obvious answer is 
_that taxation hits our pockets. 


Indirect taxation is endured far 
more cheerfully than any of the 
direct taxes. The reason seems ty 


BACK DUTY 
(By N. M. Shah, F.c.A.) 


be that direct taxation is simply 
compulsory spending. He has no 
freedom of choice as to the dis- 
posal of a large part of his income; 
while in the case of indirect taxes 
the individual can choose whether 
he pays or not; he can simply 
refrain from buying the taxed 
article. 


Result: Avoidance and Evasion 


The result is the “unending 
competition in ingenuity between 
the tax-gatherer and tax-evader.” 
“For years,” observed Lord Green 
M.R. in Lord Howard de Walden 
V.LR. 25 T.C. 121, 134 “a battle 
of manoeuvre has been waged be- 
tween the Legislature and those 
who are minded to throw the 
burden of taxation off their own 
shoulders on to those of their 
fellow subjects. In that battle, 
the Legislature has often been 
worsted by the skill, determina- 
tion and resourcefulness of its 
opponents.” And this is avoidance 
of taxation. “Judicial dicta,” to 
use the words of Viscount Simon 
in Latila v. I.R. (1943), I.T.R. Sup. 
78, 79, may be cited which point 
out that “however elaborate and 
artificial such methods may be, 
those who adopt them ere ‘entitl- 
ed’, to do so. There is, of course, 
no doubt, that they are within 
their legal rights but that is no 
yeason why their efforts or those 
of the professional gentlemen who 
assist them in the matter, should 
be regarded as a commendable 
exercise of ingenuity or as a dis- 
charge of the duties of good 
citizenship. On the contrary, one 
result of such methods, if they 
succeed, is of course to increase 
pro tanto the load of tax on the 
shoulders of the great body of 
good citizens who do not desire, 
or do not know how, to adopt these 
manoeuvres. Another consequ- 
ence is that the Legislature has 
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made amendments to our Income- 
tax Code which aim at nullifying 
the effectiveness of such 
measures.” 


“Legislature has determined. to 
put an end to the struggle by im- 
posing the severest of penalties. 
It scarcely lies in the mouth of 
the taxpayer who plays with fire 
to complain of burnt fingers.”. 
(25 T.C. 121). 


While legislative amendment is 
one weapon in the armoury of the 
State in its war against “avoid- 
ance of tax,” opening up cases of 
past assessment and imposing 
penalties is that against evasion 
of tax. 


What is Back Duty? 


“Back Duty” though it might 
indicate to be similar to death 
duty or estate duty, denotes re- 
opening of past assessments and 
assessing income which might 
have leaked out. It concerns the 
problems of evasion of tax or 
escape from taxation accomplish- 
ed by breaking the letter of the 
law, whether intentionally or 
through mistake or negligence. 


Various may be the reasons— 
economic, social, psychological or 
others. There is no doubt that a 
large leakage of revenue does exist 
in all the countries, though in a 
country like U.S.S.R. it may be a 
mockery to say that there can be 
a leakage not because people 
would not evade but probably be- 
cause there is no income that can 
be evaded. 


Evasion Always Present 


Even as far back as 1920, the 
Royal Commission on Income-tax, 
while dealing with “the preven- 
tion of evasions,’ observed as 
follows :— 
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“That evasion of Income-tax 
exists at the present time is be- 
yond question. The citizen who 
is deficient in public spirit has 
always aimed at paying less than 
his fair share of the nation’s ex- 
penses, and it is safe to assume 
that he will always continue to do 
so. This may be said of every tax, 
but it is especially true of the 
Income-tax, because there are 
many cases where a knowledge of 
the amount of the taxpaver’s pro- 
fit is confined to himself or shared 
only by his confidential employees 
or his professional advisers. 
Although a taxpayer is obliged by 
law to make a return of his in- 
come, in many cases that return 
is, in the nature of things capable 
of only a partial or imperfect 
check, and when this is known or 
suspected by the taxpayer he is 
tempted to speculate on the chance 
of escaping detection if the return 
is inaccurate. He may not always 
be guilty of fraud; he may be 
culpably careless; he may decide 
every doubtful point in his own 
favour by deliberately refraining 
from inquiry; he may cultivate a 
profitable ignorance or a negligence 
that is not free from guile. His 
conduct may, in short, occupy any 
position in the scale, from some- 
thing less than complete honesty 
down to absolute fraud. The one 
common feature in all such cases 
is that the revenue suffers, which 
is only another way of saying that 
the evader contrives to make his 
fellow-citizens pay something that 
ought to have come out of his own 
pocket.” 


“Fhe amount that the Revenue 
loses by these means cannot be de- 
finitely known.” 

“The problem of evasion is not 
a new one....it is inseparable 
from a system under which the 
Primary basis for assessment of 
profits ‘p the taxpayer’s Own 

return.” t \ i 


— 


Higher Rates Increase Evasion 


With the present high rates of 
taxation, it is not surprising that 
some taxpayers geek to minimise 
their liabilities in an illegal way. 
Before the war, the maximum rate 
of Income-tax was 2 annas 4-1|6 
Liles per rupee and S.T. 6 annas 
9-1|4 pies per rupee, which was re- 
garded as an extremely high rate. 
During war years, thousands of 
men who used to earn a few hun- 
dreds a month, suddenly found 
themselves possessed of profits 
amounting to thousands of rupees 
a month. The strictest person 
can appreciate the great tempta- 
tion of many ofthese people to so 
arrange their affairs, legally or 
otherwise, that the revenue autho- 
rities should not deprive them of 
the bulk of their newly-found 
wealth. The temptation was great 
during the World: War II when 
the rates of tax were so high in- 
cluding E.P.T. at 66-23% plus 
compulsory deposit of 19164 of the 
E.P.T. chargeable on business 
profits. Some of the persons who 
have given way to the temptation 
of this nature are persons who 
would never dream of any other 


kind of dishonest action. 


Back Duty Sctence 


The result is “Back Duty,” till 
recently never heard outside a tax 
office, has become a current phrase 
among the Income-tax practition- 
ers and has assumed new added 
significance. “The negotiation 
and settlement of Back Duty has 
become something of a science and 
is no longer the comparatively 
simple matter of a few years ago. 
A thorough sifting of the facts 
and a firm grasp of the psycholo- 
gical aspect of the case are more 
than ever necessary to a favour- 
able settlement.” 
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TI. CAUSES WHY BACK DUTY 


CASES ARISE AND METHODS 
OF EVASION 


It is interesting to ask though 
not equally simple to answer-—— 
why does income escape taxation? 


“Various can be the motives that 
make people conceal their income. 
The reasons behind the actions of 
taxpayers differ widely but are 
very important when it becomes 
necessary to consider the offer to 
be made.. When the taxpayer has 
acted throughout with the delibe- 
rate intention of deceiving the 
Revenue he cannot expect to re- 
ceive such lenient treatment at 
their hands as the taxpayer who 
had no professional advice and 
who completed his returns to the 
best of his knowledge and belicf 
even though it was later ascer- 
tained as a result of „accounts 
being prepared by a practising 
accountant, that profits were 
understated in his returns. Cases 
can vary between the two ex- 
tremes, and every care must there- 
fore be taken in order that the 
taxpayer’s intentions may be 
ascertained and duly reported for 
the consideration of the Revenue. 
It is all too easy to assume that 
the taxpayer had the worst possi- 
ble intention. In a very large pro- 
portion of cases, it is found ‘that 
his intentions were not of | this 
kind.” 


“The importance of this matter 
cannot be stressed too much, par- 
ticularly where the case concerns 
the affairs of a deceased taxpaver. 
He is not able to state what he had 
in mind at the time irregularities 
occurred and accordingly the prac- 
titioner is called upon to make 
very searching inquiries in order 
that his intentions may be under- 
stood, appreciated by all concern- | 
ed. Similarly, no stone must be 


„left unturned in these cases, if 


there are assets of the deceased, 
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the source of which cannot easily 
be traced. Inquiries must be 
made of all those who were in con- 
tact with the deceased and who 
may be able to throw any light on 
his affairs.” (Taxation, 19th 
November, 1949). 


Kinds of Reasons 


For purposes of our study the 
reasons may be classified as being 
purely economic, social, political 
or psychological or mixed. Human 
conduct is rarely a product of one 
single factor only. Al of them 
may be operating though one may 
be more dominant than the others. 


Economic 


A taxpayer is tempted to evade 
tax on economic grounds if there 
are very heavy rates of taxation. 
With the present high rates of 
taxation, it is not surprising that 
some try to minimise their liabili- 
ties in an illegal way. Equally 
effective may be the inflationary 
trend of prices. With the lower- 
ing of standard of living by rise in 
crices, taxpayers would be easily 
induced to withhold disclosure of 
their true income to meet with 
their economic demands. 


Political 


Politics may also tempt an 
otherwise honest citizen to be a 
dishonest taxpayer. Take for ex- 
ample, the case of our country be- 
fore 15th August, 1947. “Al 
through the long history of our 
Government, the people ag such 
have been reluctant in faving 
taxes to that Government; there 
was a moral basis for that attitude 
and it was that people did not like 
the Government, So they did not 
like to supply them the where- 
withal to carry on the administra- 
tion”’—(Mr. Krishna Chandra 
Sharma—Leg. Ass. Debates, 1947, 
Vol. I]J—p. 3354). In an atmo- 
sphere of political non-co-opera- 


tion, ery of independence would 
appeal more to citizens, specially 
rich, ‘when it means evasion of 
tax. War may also lead to the 
same result. War may bring in 
undreamt-of profits and few resist 
the temptation of making a for- 
tune out of the country’s suffer- 
ings. 


Social 


Or it may be purely social 
factors on account of which men 
may stray from the path of 
honesty. The motive may be 
higher education for children or 
to provide for an invalid relation 
or for one’s family. The author 
of this paper‘ihas come across 
several cases of these types. Two 
such cases may be cited as follows: 


In one case, the assessee is the 
sole proprietor of the business. 
He has vast: properties. He 
is old and has no children. 
He earned good profits in War 
vears. He was advised bv his 
friends to give to charities rather 
than pav taxes. He transferred 
certain profits to some benam! 
names and by withdrawing from 
those accounts paid certain chari- 
ties. This was detected and he 
had to pay penalty of Rs. 30.000. 
In appeal, however, the penalty 
was reduced to Rs. 10,000. 


In another case, a resident and 
a Managing partner was a devotee 
of one Mahant who has been main- 
taining a good number of Bavas. 
The devotee was asked to give 
feasts to the Bavas whenever he 
visited the Mahant. Without the 
knowledge of the other partners. 
the Managine partner entered a 
few false purchases and showed 
them as sales at half the nrice of 
nurehase. He withdrew the dif- 
ference and srent it in giving 
feasts to Bavas, one or two such 
purchases were detected. At the 
inquiry stage the Managing resi- 
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dent partner died of heart failure. 
At the instance of the author the 
other partners made full disclo- 
sure, but the department did not 
appreciate the circumstances and 
levied maximum penalty, which 
the other partners had to bear. 


According to Mr. R. Staples, the 
well-known writer on Tax pro- 
blems, the psychological aspect of 
back duty is by far the most im- 
portant. In fact, all these other 
reasons—economic, social or poli- 
tical are different phases of the 
psychological aspect Inasmuch as 
they all affect the working of tax- 
payer’s mind. 


Departmental 


Another important factor is the 
machinery of the Income-tax De- 
partment. 


“A haphazardly run office” says 
an American writer on Public 
Finance. “can no more be success- 
ful in its operation than a care- 
Jessly conducted business enter 
rrise. If evasion is not to be wid 
spread and if the taxnayer’s mon 
ig not to be wasted in ineffici 
tax assessment and collection 
techniaue of tax administrat 
must be developed.” This 
appears to be widely held in 
also, to judge from the revlies we 
have received to our Quegtion- 
naire. The Income-tax Officer and 
the system of which he is thé pro- 
duct are held in these renlieg, res- 
ponsible for driving the taxpayer 
first to non-co-operation, then to 
hostilitv and thirdly to evasion. 
Incivility, Incompetance, lori 
and lethargy are some of the accu- 
sations made against the Income- 
tax Officer; while the administra- 
tion as a whole is blamed as 
wooden, ill-managed, unimagina- 
tive and unjust.” (ILILC.R. p. 157). 


The result is that the relations 
between the Department and the 
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Public are strained to such an ex- 
tent that the Department ‘does 
not appear to have achieved even 
& passive acquiescence and a cer- 
tain grudging co-operation on the 
part of the tax-payer’” which is 
the minimum necessary to secure 
“the smooth working of the taxing 
machine so as to produce the full 
measure of revenue with the mini- 
mum of irritation to the tax-paver 
and with the least possible in- 
equity between one tax-payer and 
another.” (L.1.C.R. p. 197). 


Another aspect is the inade- 
quate powers of the Income-tax 
Officer. There again the Income- 
tax Investigation Commission 
observes at p. 182 as follows:— 


“It is hardly to be expected that 
the temptation felt and the techni- 
que developed by the, tax-dodger 
would disappear so soon after the 
end of the war. The temptation 
ig still there...the justification 
for this Commission and the 
ecessity for asking the Legisla- 
re to confer wide powers upon us 
in themselves arguments for 
conferring on Income-tax Officers 
higher powers than they possess 
at present...The Income-tax 
Officer has to fight a single-handed 
battle, combining in himself 
qualities of a policeman, an 
accountant, a lawver and a judge”. 


Lack of Sense of Public Daty 


An equally important factor is 
the lack of sense of duty to the 
State. Tax-dodging is regarded 
as a fashion of the day. The 
Bengal Chamber of Commerce says 
in its reply to the Income-tax 
Investigation Commission as 
follows :— 


“As things are at present, there 
is no question but that those who 
are known to be the biggest deli- 
berate taxation-cheaters are 
received in all ranks of society in 


the country and by virtue of their 
very success in cheating, are sur- 
rounded by an aura of ability and 
shrewdness, instead of being 
ostracised and stamped with 
obloquy. There can be no public 
conscience in the matter of taxa- 
tion so long these conditions 
obtain.” 


Professional Ingenuity 


Last is the ingenuity of profes- 
gional advisers, which though not 
un.rofessional, is hardly a dis- 
charge of good citizenship. 


Some of the methods of evasion 
adopted by the assessees are: 


1. Inflation of and entering 
false purchases; 
2. Understatement of sales: 


8. Undervaluation of 
stock; 


closing 


4. Concealment of Branch pro- 
fits ; 


5. Fictitious cash credits and 
payments of interest; 


6. Bogus partnerships; 
7. Spurious accounts; 


8. Bifurcation of activities of 
the same business, setting-up 
of separate business or in- 
dulging in joint venture 
primarily with a view to 
minimise E.P.T. liabilities: 


9, Maintaining double sets of 


accounts 3 

10. Omission of sources of in- 
come; 

11. Debit of bogus expenses in 
regard to salaries, interest, 
ete, 

A few interesting cases of 


evasions made may be cited: 


1. In England W, a Solicitor, 
was fined £700 and ordered to pay 
£400 towards the cost of prosecu- 
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tion. He pleaded guilty to ten 
charges of defrauding the Income- 
tax Authorities. 


When accountants did his books | 
for 1946 disbursements totalling 
£2,400 charged against “P.M.G.” 
which stood for Post Master- 
General, were noticed. As W’s 
practice consisted largely of 
divorce work, the clerk becaine 
suspicious, 


W said the figures represented 
moneys which he had drawn out 
of the tractice for his own use and 
paid into the Post Office Savings 
Bank. 


“This was a very clever 
scheme,” said the Magistrate, “if 
he wanted to draw money out of 
his practice all he need do was to 
make out a cheque to the Post 
Master-General, endorse that 
cheque and pay it into his Post 
Office Savings Bank account.” 


2. A merchant transferred a 
part of his stock to an Indian State 
and sold it from there in the name 
of a fictitious person. His secret 
transactions were unearthed by 
examination of the accounts of 
his constituents and records of 
the Commercial-tax Officers. 


8. In order to escape the 
Customs Authorities an exporter 
of hand-loom goods to Ceylon con- 
cocted a story that some goods in- 
tended for Secunderabad were 
sent by mistake to Dhanushkodi 
(S. India) and when cornered as 
to why his Secunderabad trans- 
actions were not disclosed, he had 
to confess that he had no trans- 
action there. His Colombo 
accounts were scrutinised and 
suspicious credits to the extent of 
about Rs. 20,000 were discovered. 


4. The proprietors of a business 
were members of one Hindu Un- 


? 
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THE INSTITUTE OF 


CHARTERED ACCOUNTANTS OF INDIA 
Bye-Laws for the First Election to the Regional Councils. 


No. 1-CA (2)/51. In pursuance 
of the proviso to Bye-law 18 of 
the Chartered Accountants Re- 
gional Council SBye-laws, the 
Council of the Institute of 
Chartered Accountants of India is 
pleased to make the following 
bye-laws for the first election to 
the Regional Councils, namely :~- 


1. Short title. 


These bye-laws may be called 
the Regional Councils (First Elec- 
tion) Rye-laws, 1951. 


2. Number of persons to be 
elected to each Regional 
Council. 


The number of persons to be 
elected for the different Regional 
Councils is shown ia column 2 
against the said Region. 


1. Bombay Region 13 
2. Madras Region 9 
3. West Bengal Region 10 
4, Uttar Pradesh Region 5 
5. Delhi Region 5 


3. Members eligible to vote ond 
stand for election. 


Every person whose name was 
included in the list of members as 
on 1st April, 1951, published in 
Part I Section 1 of the Gazette of 
India Extraordinary dated Octo- 
ber 17, 1951, under Section 19 (3) 
of the Chartered Accountants Act, 
1949, shall be eligible to vote and 
stand for election in the Region in 
which his name appeared in the 
above list. 


4. Date of election. 


The election shall be held on 
1st day of April, 1952, at 11 a.m. 


in the office of the Institute of 
Chartered Accountants of India, 
New Delhi. 


5. Nomination of cundidales. 


Every nomination of a candi- 
date shall be in Form ‘A’ duly 
signed by tne candidate and by 
the proposerg and seconder both 
of whom shali be persons whose 
names are included in the list of 
members as on lst April, 1951, 
belonging to the respective region 
and shall be sent by registered 

> Sri S. Venkataraman, 
Secretary, Institute of Chartered 
Accountants of India, New Delhi, 
so as to reach him before 5 p.m. 
on 21st January, 1952, and not 
earlier than 10th January, 1952. 


6. Fees. 


Every candidate for election 
shall pay a fee of Rs. 50 by De- 
mand Draft drawn in favour of 
the Secretary, Institute of Char- 
tered Accountants of India, pay- 
able at New Delhi which shall be 
submitted along with the nomina- 
tion papers. 


7. Withdrawal 


Any candidate may withdraw his 
candidature by notice in writing 
signed by him and delivered to 
the said Mr. S. Venkataraman, 
before 3 p.m. on the 3lst January, 
1952, No person who has thus 
withdrawn his candidature shall 
be allowed to cancel his with- 
drawal. The withdrawal of candi- 
dature shall be intimated by the 
Secretary, Council of the Institute 
of Chartered Accountants of 
India, (hereinafter referred to as 
the “Secretary’), to the other 
candidates standing for election 


of Candidature. 


from the said Region. Any candi- 
date who withdraws his candida- 
ture under this rule shall be 
entitled, on an application made 
by him in this behalf, to the re- 
fund of half the amount of fee 
deposited by him under Regula- 
tion 6. 


8. If on the expiry of the last 
date of withdrawal of candidature 
referred to in byec-law 7, the num- 
ber of candidates standing for 
election from any region is not 
more than the number of persons 
to be elected from such region, 
the Secretary shall declare all the 
candidates duly elected. 


9. Procedure for election. 


(1) By the 29th February, 
1952, the Secretary shall send by 
registered post to the address of 
every voter in the Region a vot- 
ing paper together with necessary 
instructions as to how to fill in 
the voting paper and specifying 
the date and hour by which it 
shall reach the Secretary. 


(2) The voting paper shall bear 
the seal of the Institute and shall 
contain a list of candidates for 
election from the Region. 


(3) Each voter shall have one 
vote only. <A voter in giving his 
vote :-— 


(a) must place on his voting 
paper the figure 1 in the 
square opposite the name 
of the candidate for whom 
he votes: 


(b) may, in addition, place on 
his voting paper the figure 
2 of the figure 2 and 3, or 
2, 3, and 4 and so on, in the 


squares opposite the names 
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of other candidates in the 
order of his preference. 


10. Invalid voting papers. 


A voting paper shall be in- 


valid :— 


(a) upon which a voter signs 
his name or writes any 
word, or makes any mark 
by which it becomes re- 
cognizable, or 


which does not bear the 
seal of the Institute, or 


on which the figure I is not 
marked, or 


(5) 
(c) 


on which the figure 1 is set 
opposite the name of more 
than one candidate, or 


(d) 


on which the figure 1 and 
some other figures are set 
opposite the name of the 
same candidate, or 


(e) 


which is unmarked or void 
of uncertainty. 


11. Counting of votes. 


(1) the voting papers shall be 
examined by the Secretary and 
after rejecting any invalid voting 
papers, he shall divide the remain- 
ing papers into parcels according 
to the first preferences recorded 
for each candidate. He shall then 
count the number of papers in 
each parcel. 


(2) In carrying out the bye- 
laws hereinafter contained, the 
Secretary shall, 


(a) disregard all fractions, 


(b) ignore all preferences re- 
corded for candidates al- 
ready elected or excluded 
from the poll. 


(3) For the purpose of facili- 
tating the processes prescribed by 
the bye-laws hereinafter contain- 
ed, each valid paper shall be deem- 
ed to be of the value of one 
hundred. 


(4) .The Secretary shall add 
together the values of the papers 
in all the parcels and divide the 
total by a number exceeding by 
one the number of vacancies to be 
filled and the result increased by 
one shall be the number sufficient 
to secure the return of a candi- 
date (hereinafter called the 
quota). 


(5) If at any time a number of 
candidates equal to the number of 
persons to be elected has obtained 
the quota, such candidates shall 
be treated as elected, and no fur- 
ther steps shall be taken. 


(6) (i) Any candidate the 
value of whose parcel, on the first 
preferences being counted, is 
equal to or greater than the quota, 
shall be declared elected. 


Gi) If the value of the 
papers in any such! parcel is equal 
to the quota the ‘papers shall be 
set aside as finally dealt with. 


(iii) If the value of the 
papers in any such parcel is 
greater than the quota, the sur- 
plus shall be transferred to the 
continuing candidates indicated 
on the voting papers as next in 
the order of voters preference, in 
the manner prescribed in the 
following paras. 


(7) (i) If and whenever as the 
result of any operation prescribed 
by these bye-laws a candidate has 
a surplus, that surplus shall be 
transferred in accordance with the 
provisions of this bye-law. 


(ii) If more than one candi- 
date has a surplus, the largest sur- 
plus shall be dealt with first and the 
others in order of magnitude; 
provided that every surplus aris- 
ing on the first counting of votes 
shall be dealt with before those 
arising on the second count, and 
go on. 


(iii) Where two or more sur- 
pluses are equal, the Secretary 
shall decide as hereinafter provid- 
‘ed, which shall first be dealt with. 
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(iv) (a) If the surplus of 
any candidate to be transferred 
arises from original votes only, 
the Secretary shall examine all 
the papers in the parcel belonging 
to the candidate whose surplus is 
to be transferred, and divide the 
unexhausted papers into sub- 
parcels according to the next pre- 
ferences recorded thereon. He 
shall also make a separate sub- 
parcel of the exhausted papers. 


(b) He shall ascertain the 
value of the papers in each sub- 
parcel and of all the unexhausted 
papers. 


(c) If the value of the un- 
exhausted papers is equal to or 
less than the surplus, he shall 
transfer all the unexhausted 
papers at the value at which they 
were received by the candidate 
whose surplus is being trans- 
ferred. 


(d) If the value of the un- 
exhausted papers is greater than 
the surplus, he shall transfer the 
sub-parcel of unexhausted papers 
and the value at which each paper 
shall be transferred, shall be as- 
certained by dividing the surplus 
by the total number of uncxhaust- 
ed papers. 


(v) If the surplus of any 
candidate to be transferred arises 
from transferred as well as 
original votes, the Secretary shall 
reexamine all the papers in the 
gub-parcel last transferred to the 
candidate, and divide the un- 
exhausted papers into sub-parcels 
according to the next preferences 
recorded thereon. He shall there- 
upon deal with the sub-parcels in 
the same manner as is provided 
in the case of the sub-parcels re- 
ferred to in clause (iv). 


(vi) Thé papers transferred 
to each candidate shall be added 
in the form of a sub-parcel to the 
papers already belonging to such 
candidate. 
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(vii) All papers in the parcel 
or sub-parcel of an elected candi- 
date not transferred under this 
regulation shall be set aside as 
finally dealt with. 


(8) (i) If after all surpluses 
have been transferred, as berein- 
before directed, less than the 
number of candidates required 
has been elected, the Secretary 
shall exclude from the poll the 
candidate lowest on the poll and 
shall distribute his unexhausted 
papers among the continuing 
candidates according to the next 
preferences recorded thereon. Any 
exhausted papers shall be set aside 
as finally dealt with. 


(iit) The papers containing 
original votes of an excluded 
candidate shall first be trans- 
ferred, the transfer value of each 
paper being one hundred. 


(iii) The papers containing 
transferred votes of an excluded 
candidate shall then be transferred 
in the order of the transfers in 
which and at the value of which 
he obtained them. 


(iv) Each of such transferg 
shall be deemed to be a separate 
transfer. 


(v) The process directed by 
this regulation shall be repeated on 
the successive exclusions one after 
another of the vandidates lowest 
on the poll until the last vacancy 
is filled either by the election of 
a candidate with the quota or as 
hereinafter provided. 


(9) If as the result of a 
transfer of papers under these 
bye-laws the value of the votes 
obtained by a candidate is equal 
to or greater than the quota, the 
transfer then proceeding shall be 


completed, but no further papers ' 


shall be transferred to him. 


(10) (i) If after the comple- 
tion of any transfer under these 
regulations the value of the votes 
of any candidate shall be equal 
to or greater than the quota, he 
shall be declared elected. 


(ii) If the value of the votes 
of any such candidate shall be 
equal to the quota, the whole of 
the papers on which such votes are 
recorded shall be set aside as 
finally dealt with. 


(iii) If the value of the votes 
of any such candidate shall be 
greater than the quota, his surplus 
shall thereupon be distributed in 
the manner hereinbefore provided, 
before the exclusion of any other 
candidate. 


(11) (i) When the number of 
continuing candidates is reduced 
to the number of vacancies re- 
miining unfilled, the continuing 
candidates shall be declared 
elected. 


(ii) When only one vacancy 
remains unfilled and the value of 
the votes of some one continuing 
candidates exceeds the total value 
of all the votes of the other conti- 
nuing candidates together with 
any surplus not transferred, that 
candidate shall be declared elected. 


(iii) When only one vacancy 
remains unfilled and there are only 
two continuing candidates, and 
those two candidates have each the 
game value of votes and no surplus 
remains capable of transfer, one 
candidate shall be declared ex- 
eluded under the next succeeding 
bye-law and the other declared 
elected. | 


(12) If, when there is more 
than one surplus to distribute, two 
or more surpluses are equal, or if 
at any time it becomes neessary to 
exclude a candidate and two or 
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more candidates have the same 
value of votes and are lowest on 
the poll, regard shall be had to the 
original votes of each candidate, 
and the candidate for whom fewest 
original votes are recorded shall 
have his surplus first distributed, 
or shall be first excluded, as the 
case may be. If the values of their 
original votes are equal, the 
secretary shall decide by lot which 
candidate shall have his surplus 
distributed or be excluded. 


12. Appointment of scrutineers. 


The Secretary may appoint two 
persons who are not the candidates 
for election to act as scrutineers of 
the voting papers and to assist him 
generally in counting the votes. 


18. Presence of candidates or 
their Representatives ai the time 
of counting of votes. 


Any candidate standing for 
election shall be entitled to be 
present in person or to appoint a 
member of the Institute as a 
representative to be present on 
his behalf at the time of the 
counting of votes. 


14. Names to be published in the 
official Gazette. 


The names of all candidates 
declared elected shall be notified 
by the Secretary in the official 
“Gazette. 


15. Saving. 


No election shall be deemed to 
be invalid merely because of the 
accidental omission to send, or 
delay in sending, a voting paper 
to a voter or the accidental non- 
receipt of, or delay in receiving a 
voting paper by a voter, or any 
other accidental irregularity or 
informality in the conduct of the 
election. - 
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FORM “A” 
Form of nomination of a candidate for election to the Regional Council for. 22. a amaaan a 
Region. l 


We, the undersigned Members of the Institute of Chartered Accountants of India, belonging to- 
Region being qualified to vote in the election of members to the Regional Council 
“whose name appears in 


- oe a +n etiniu oon F kamt 


of wag __Region, do hereby nominate Mr. =... sss 


. oe 


the list BAipacine to that Region as a candidate for the election to be held on the 1st April, 1952. 


(1) Signature of proposer  .. |... La see einen, Haste e un, dew 


Membership No ss © a eee 


Address = ssi he ae dn eae ee eee ee 
(2) Signature of Seconder fe etal ahs a ae tatines a 

Membership No... titties 

Address be ee a hae 


Loo aaa .being a person whose name is entered in the list belong to the 


„Region, agree to stand for the election to Regional Council for 2 


- a reu See 4H eee ee amasse eS Ee apé 


Beton: to be held on the ist April, 1952. 


I send herewith the fee of Rs. 50 by Demand Draft 


ere as ewe RN Oe et Re ee a or os = severu OM Ammer 


tesa u e. nyeni 


Signature of candidate a a a a ee 


Address 
a N + N sorpa am SPP RR eee a aA = ave enea V HAEA a u nanu mpane A y nm m m a y ea ee ee | 


Dated this day oof a 
s G. P. KAPADIA, 
President, 
The Council of the Institute of Chartered Accountants 
of India. 
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divided family but they so distri- 
buted themselves as to form 16 
firms. The discovery of old re- 
cords of Banks and limited com- 
panies and secret instructions 
circulated to those firms made it 
possible to assess the income of 
the 16 concerns in the hands of 
four firms only. 


5. The turnover shown in the 
books produced by a brick manu- 
facturer looked suspicious in view 
of the high cost of coal purchased. 
It was found that the quantities 
had been understated. The asses- 
see then produced the real sets of 
accounts which showed that the 
income was Rs. 22,270 against 
Rs. 4,400 determined from the 
false accounts. 


6. An assessee having branches 
in Indian States discontinued 
maintaining an account in the 
head office books for the branches 
with the object of evading assess- 
ment on the remittances of profits. 


| 
Non fraudulent or 
avoiders of tax. 


i | 
Those who keep 
within the letter 
of law. 


| 
Misinformed 
& Innocent. 


To the Department, however, 
there are only two classes of tax- 
payers, viz. (a) honest and (b) 
dishonest. 


IV. HOW THE BALL IS SET ROLLING 


“Back duty cases can commence 
in a number of ways. Sometimes 
the ball is set rolling by the action 
of the tax-payer; on other occa- 
sions the Revenue steps in first. 


The first case is that of a volun- 
tary disclosure by the tax-payer. 
This is undoubtedly the best way 
of making amends for past mis- 


It was, however, discovered that 
properties were purchased direct- 
ly in British India out of foreign 
profits, which were taxed to that 
extent. 


7. A Millowner had concealed 
his income from interest amount- 
ing to Rs, 7,155.which was ascer- 
tained by information collected 
from the Civil Court Registers. 


8. A Spinning and Weaving 
Company used to transfer to 
suspense account various items of 
receipt of a revenue nature such 
as interest, amounts received as 
damages for non-fulfilment of con- 
tract and discount paid by custo- 
mers. This was noticed in the 
assessment for 1937-38 and the 
amount treated as income of-that 
year. 


9, A money-lender realised a big 
decree through a Court sale. An 
examination of Civil Court Re- 
cords revealed that he suppressed 


TAX-DODGIRS. 


| | 
Those whose outlook Those who are gatis- 
fied if they can “do” 
the Government. 


in life is fraudulent. 


deeds and discharging one’s duty 
as a good citizen. The taxpayers 
stand a very good chance of an 
easy settlement. The confession 
is really genuine and complete, 
being neither forced by third 
party, black-mail, nor a half 
measure dictated by fear, that the 
I.T.O, had “smelt a rat.” 


The second case may be the re- 
sult of the efforts of the inquiry 
branch of the Department. An 
excerpt from the article dealing 
with the activities of the inquiry 


branch at Somerset House in- 


England by John Hall in The Daily 
Mail makes interesting reading. 
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the loan as well as receipt from 
interest. 


III. KINDS OF 'TAX-DODGERS 


Like everything in life, tax- 
dodgers can also be classified into 
different categories. 


Shultaz in his book on American 
Public Finance classified them as 
follows :— 


“Among this majority are many 
taxpayers who make mistakes 
through innocent ignorance or 
carelessness....Some occasionally 
succumb to venturesome im- 
pulses and seek “to put on” a little 
cheat on the Tax Bureau, and 
finally there are always ‘‘tax out- 
laws,” who will wilfully evade any 
and every tax if there is a chance 
that their evasion will succeed.” - 


Classification made by Staples 
in his book “Back Duty” may be 
summarised as follows :— ‘ 


| 
Fraudulent or 
evaders of tax. 


Those who fall at 
yome great tempta- — 
tion. 

“Every week there is a bigger 
and bigger catch of sprucers. Aree br 
would alarm the big tax-dodgers if 
they knew just how much Somerset 
House know. A lot. of information 
reaches your Income-tax man by 
letters, anonymous and signed.’ 
They have a motto at Somerset 
House—“‘Sooner or later.” Six’ 
years is the limit for the back’ 
collection of tax’from ‘peoplegwho' 
“forgot”: to maké tà- completeliré-: 
turn.. This does not apply to cases! 
of fraud for which ‘there is -no 
time-limit. Most of “all the’ Tax’ 
Inspectors -hate the “cases—änd 


`- there is alway8 a crop after'a war: 


~t 
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—in which fraud is not uncovered 
until the sprucer dies. “Then we 
have to step in, and widows who 
thought they would be well pro- 
vided for find themselves in Queer 
Street.” Somerset House knows 
that a lot of quick money was 
made early in the war by black 
marketeers, small businessmen, 
and strictly cash operators and 
they are doing a lot of checking 
and back checking... .Somerset 
House are working hard on 
dodgers who tell the “gambling 
win” story, including the appar- 
ently cast iron dodge of buying 
tickets from tote-winners and 
then collecting the winning by 
cheque. They are working hard 
on the sprucers who operate by 
living in two or three countries 
and dodging any tax anywhere; 
on the wads of Treasury notes 
that came out of hiding when that 
currency change rumour was 
current. lLiveliest reading at 
Somerset House would be their 
catalogue of tax-dodging. It is 
marked ‘Strictly secret.” 

Sometimes a dismissed emplo- 
yee with a grievance or a jealous 
relative may become informer or 
write anonymous letters to the 
Income-tax authorities giving 
clues to find out the true income 
earned, 


The Income-tax Officer while 
dealing with the case of the heirs 
of the deceased, on reference to 
trobate, will or such other docu- 
ments, may find that the invest- 
ments held by the deceased at the 
date of death were not in accord- 
ance with his returns of income; 
that the profits assessed were not 
sufficient to allow such accumula- 
tion of investments in addition to 
living expenses every year. Com- 
paring of returns of income of 
past years might disclose regular 
increase in the amount of invest- 
ments shown. 


There may be found increased 


Life. -Insurance Premiums, ' de- 


creased loans taken, direct pay- 
ments of Insurance Premiums and 
taxes. Wide variations in draw- 
ings might also disclose some 
other factors. 

A system of passing and ex- 
change of intimation slips by one 
officer to the other brings to light 
many undisclosed sources of in- 


come, new hidden, investments and 


inflated purchases and suppression 
of sales or claiming of false ex- 
penses. 

Rerorts in the local papers 
about the large sums contributed 
or donated to Charitable Institu- 
tions, expenses incurred in marry- 
ing children, filing suits for re- 
covery of claims of'large sums and 
sometimes reported burglary in 
jewellery of a considerable value 
or in large amount of cash, bring 
to light many facts concerning 
the true income and the income 
declared in the returns. 

Government regulations such as 
“declaring of foreign possessions 
by Indian Residents,” issue of 
ordinance re: Demonetisation of 
high denomination currency notes, 
also bring to light certain hidden 
profits. 


Back duty cases may also arise 
as a result of information given 
by outsiders. Revenue attaches 
much importance to letters trom 
outsiders which often result in a 
lot of inconvenience in honest 
cases. To prevent such an abuse, 
adequate provision should be made 
to penalise a false informant. In 
England, S. 82, of the Inland 
Revenue Regulations Act of 1890 
enacts that the Commissioners of 
Inland Revenue may at their dis- 
cretion reward ‘any person who 
informs them of an offence against 
the Inland Revenue or assists in 
the recovery of any fine or penalty. 
In the United States of America, 
any person,’ not an officer or 
employee of the United States, 
who furnishes to the Commis- 
sioner or any Collector original 
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information leading to the recov- 
ery from any other person any 
penalty under section 3617 of the 
Internal Revenue Code, can be 
awarded and paid by the Commis- 
sioner a compensation of one-half 
of the penalty so recovered as de- 
termined by the Commissioners. 
In India, no similar provision 
exists. In fact, the Income-tax 
Investigation Commission consi- 
dered the proposal and made no 
recommendation as it may actually 
result in more harm than good. 


But Clause 60 of the Income-tax 
Amendment Bill (No, 60 of 
1950), which seeks to amend Sec. 
59 of the Income-tax Act, confers 
powers to make rules for grant of 
rewards to persons giving definite 
information or assistance leading 
to the detection of any concealment 
or understatement of income. 


Equally interesting is the case 
of a deceased taxpayer whose in- 
come has escaped assessment. 
Before S5. 24B of the Income-tax 
Act came into force, i.e. before 
11-9-1933, the Bombay High Court 
decided in Reid v. C.I.T. (5-1.T.C. 
100) where a person died after the 
commencement of the financial 
year but before his income of the 
previous year was assessed, his 
executor was not liable to pay the 
tax and that if death occurred 
while assessment proceedings were 
pending, the proceedings could not 
be continued and the assessment 
could not be made after a person’s 
death. 


The position has been altered 
and even after a person’s death, 
liability of the deceased to pay 
tax—assessed as payable or would 
have been payable—develves on 
the legal representative to the 
extent to which the estate is 
capable of meeting the charge, 


Once the ball is set in motion, 
the next stage relates to the 
method of approach. 


(to be continued) 
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No uniform method of Account- 
ing can be prescribed for all the 
Aviation Companies, and Avia- 
tion Companies may adopt such 
form and system of accounts as is 
best suited for their purpose. The 
only thing to be borne in mind is 
that the system should be simple, 
intelligible and should be such as 
may not give occasion for frauds 
and complexities. Many of the 
Aviation Companies haye asked 
me about the technical difficulties 
in the keeping of accounts of the 
Aviation Companies- and this 
article is a reply to all such 
queries. 


Allocation of Revenue and 
Expenditure. 


The most difficult task before 
an accountant of an Aviation 
company is the allocation of the 
various revenue and expenses 
heads. The expenses have to be 
classified into:—-(a) Direct Fly- 
ing, (b) Engineering Overheads, 
(c) Traffic Overheads, (d) and 
Administrative Overheads. Many 
of the expenses can, no doubt, be 
classified directly into any of the 
above heads but in other cases 
they intermingle with one another 
and it becomes very difficult to 
mark a clear line of demarcation 
between them. A study of the 
working of Aviation Companies 
reveal that the expenses heads, 
more or less, can be grouped as 
under :— 


Running expenses. 


(1) Salaries. (2) Car Allow- 
ance. (3) Air Craft Mainte- 
nance. (4) Rent, Rates and 
Taxes. (5) Printing and 
Stationery. (6) Postage and 
Telegrams. (T) Telephone. 
(8) Insurance on Aircraft. 
(9) Staff Insurance (Engineer- 
ing). (10) Insurance of Stores, 


(I) 


AVIATION ACCOUNTS 
(By Jia Lal Jain, B.A., A.C.A.) 


(11) Overtime Wages. (12) 
Petrol. (18) Vil. (14) Sundry 
Charges ... (a) Hangerage 
.(b) Uniforms 
Motor Transport Expenses... 
(d) Staff Transport Expenses 
...(e) Freight and Duty 
. . (£) Home leave to Staff. 
(g) Certificate of Air worthi- 
ness expenses. . .(h) Provident 
Fund... (i) Engine overhaul 
expenses (j) Depreciation on 
Air Craft Fleet (k) Staff 
Training Expenses... (1) 
Taxi Hire and Conveyance (m) 
Fees to Technical Adviser (n) 
Depreciation on Electric 
Machine... (0) Depreciation 
on A.O.D. Equipment (p) 
Tavelling expenses (q) 
Registration Accounts. 


4 " 
Operational Expenses. 


Crew Expenses 

Motor Transport 
Landing Charges 

Car Allowance 

Salaries 

Publicity 

Staff Insurance (Pilots) 
Uniforms 

Forced Landing 

. Home Leave to Staff 


Oo TNA oO & © N 


jÁ 
© 


Sundry Charges. 
1. Postage and Telegrams 
2. Charter Expenses 
8. Telephones 
4. Staff Transfer Expenses 
5. Printing and otationery 
6. Provident Fund 
7 


. Insurance of Carriage of 
Mails 


8. Discount on Bookings 
9. Taxi Hire and Conveyance 
10. Travelling Expenses 


(e) 
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11. Depreciation on Mechanical 
Transport 


Overhead Expenses. 


1. Printing and Stationery 
Telephone 

Postage and Telegrams 
Rent 

General Charges 
Managing Agent’s Fees 


In om O&O N 


. Director's Fees and Ex- 


penses 
8. Bank Charges 
9. Travelling expenses 
10. Salaries 
11. Audit Fees 


Ci 


Sundry Charges. 
1. Car Allowance and Convey- 
ance 
2. Medical Expenses 
8. Managerial Charges 
4. Membership Fees to Com- 
mercial Bodies 
Provident Fund 
Home Leave to Staff 
Insurance 
Loss on Sale of Furniture 


O on mH oO 


Depreciation on Furniture 
10. Depreciation on Building 
11. Interest 


Traffic Expenses. 
1. Salaries 
Car Allowance 
Rent, Rates and Taxes 
. Postage and Telegrams 
Telephone 
. Travelling Expenses 
7. Sundry Charges: 
(a) Transfer and Expenses 
Staff 
(b) Uniforms 


Oo OF me & DW 


} 


-ment. 


to one 
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(c) Printing and Stationery 
(d) Commission to Booking 
Agents 
- (e) Taxi, Tonga, Bus. (convey- 
ance) 
(f) Catering 
Expenses 


(g) Motor 
penses 


(h) Staff Boarding and Accom- 
modation at 


(i) Provident Fund 

(j) Agents Fees 

(k) Staff Training Expenses 
(1) General Charges 


and Passenger 


Transport Ex- 


Revenue Iterig. ` 


1. Passenger Revenue 

2. Freight Revenue 

Mail Revenue 

Motor Transport Revenue 
Cancellation Fees 


a> n Aa c& 


. Revenue from other activi- 
ties 

7. Agency Actuals 

8. Fees 

9. Overriding Commission 

10. Charter Revenue. 


11. Transfer Fees , t 


12. Interest 

18. Miscellaneous Receipts 
14. Commission on- Bookings 
15. Joy Ride Revenue 


Treatment of Revenue. `` 


Passenger, Freigbt and Mail 
revenue is based on the returns 
received from the stations. These 
returns are received sector wise 
in duplicate, the original being 
submitted to the Accounts Depart- 
The ‘Accounts Department 
must pass the vouchers in accord- 
ance with weekly returns. These 
returns can be classified into :-— 


1. Passengers 
2. Freight Revenue - 
3. Mail Revente —— 


The following supporting 
documents should be attached to 
these returns: 


1. Original Copy of Paasen- 
ger List and Freight Manifest. 


Terminal Stations must 
collect these for each service 
and send them to Accounts De- 
partment attached to the weekly 
return along with a covering 
statement giving service num- 
bers. 


` 2. The First Copy of the 
Ticket supported by the follow- 
ing documents should be sent to 
the Accounts Department: 


(a) In case of priority traffic 
(Govt. & Military) Air 
Permits | 


If a booking is through 
a recognised Booking 
Agency both the copies 
of the Booking Agents’ 
Exchange Voucher 


(b) 


(c) If any station has issued 
a ticket against an Ex- 
change Voucher of one 
of the stations, the 
Passenger’s Copy (origi- 
nal) of the Exchange 


Voucher 


Whenever a bill is to be 
raised a Billing Advice 
should be attached 


Staff Rebate Authoriza- 
tion Form for Staff 
Travelling on Duty 


(d) 


(e) 


Consignment Notes. 


The consignment notes should 
be supported by -both the copies 
of the Exchange Voucher if the 
booking is through a recognised 


‘Agent and a Billing Advice form 


duly completed in case a bill is to 
be raised -along with the con- 
signor’s copy of the Consignment 
Note. The second copy of the 
consignment ` note “which - accom- 
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panies the goods must be retained 
by the station of destination after 
the same is receipted by the 
consignee. - 


Mal Way Bids. 


True copies of the Mail Way 
Bills are prepared one of which is 
in an envelope addressed to the 
Post Mastec of the O:fice of desti- 
nation which is delivered to the 
postal authorities who collect the 
mail at destination. Each set of 
Mail Way Bills must be for one 
destination only. In order to 
simplify the following rubber 
stamps on the remaining two 
copies must be put:-— 


Serial No.......Service No..... 
Date...... Weight...... 
lE e: Sore OZ... 


One copy of the Mail Way Bill 
should be retained by the station 
of Embarkation to be attached to 
their weekly return to Head 
Office and the other copy should 
be. sent along with the service. 
The station of destination should 
get this copy receipted by the 
postal authorities and should 
retain this copy. 


Exchange Vouchers. 


Accounts Section must keep 
copies of all Exchange Vouchers 
issued by them during the week 
and should attach them to the 
weekly return along with a 
separate list giving numbers of 
such copies of tickets enclosed. 


Collections. 


Outstations must attach bank 
pay slips to the return for all 
collections during the week along 
with separate statement giving 
details of passengers names, excess 
‘baggage, freight, collections and 
other Sundry collectiohg made by 
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them. The total of this statement 
must be tallied with the total of 
Pay-in-slips. 


Cancellation Fees. 


These are also accounted for by 
the Accounts Section on the 
strength of weekly statements 


Date of Enquiry By 
1 2 
From To Via 
5 5 7 
Proposed date of departure 
10 
Date Accepted Machine 
18 14 
Date when papers complete 
18 


Commission on Bookings. 


Sometimes the Aviation Com- 
panies enter into agreements with 
other companies and they provide 
booking facilities to the customers 
on other lines as well. In such 
cases they are allowed commission 
by the other Companies. The Book- 
ing Agency: must send a weekly 
statement of Exchange Vouchers 
issued by them giving full parti- 
culars. The Accounts 
should pass the entries on the 
strength of these statements. 


Treatment of Expenses. 


While classifying the expenses, 
the following points should be 
borne in mind :— 


(1) Salaries and Allowances 
paid to the staff and the contribu- 
tion to the Provident Fund should 


section - 


' penses should be 


“received from the stations. These 


must be supported by the cancelled 
tickets or Exchange Vouchers if 
the booking is through a recognised 
agency. 


Charter Revenue. 


The Charter Revenue is based 
on the contract made between the 


CHARTER REGISTER 
Part I 
Address & Tel. No. 
a. 
Total Mileage 
8 


Proposed date of return 
11 


—_ 


CHARTER REGISTER 


Part Il 
Pilot Name & Address of 
Passenger 
15 . 16 
Charter Advice No. 
19 


be classified into Direct Flying 
Expenses for pilots, Wireless 
Operators, Operational Staff (Air 
Department) and Catering Staff 
to Engineering Overheads for 
Supervisory staff, stores staff and 
Engineering Offce Staff; to 
Traffic Overheads for traffic and 
publicity staff and to Administra- 
tive Overheads for Managerial 
Accoun’s and General staff. 


(2) Minimum Flying Pay, Ex- 
cess Flying Pay and outstation ex- 
classified to 
Direct Flying’ expenditure for 
payments made to pilots and Wire- 
less Operators, Freight Engineers, 
and mechanics and for crew ex- 
cluding Flight Stewards. 


(3) Insurance charges should be. 


allocated to Direct Flying Ex- 
penses for pilots: wireless 
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Charter and the Charteree. The 
Traffic Department. sends the 
advice to the Accounts Section 
containing. the terms of the 
Charter which is called “Charter 
Advice” on the strength of which 
bill is prepared. A register should 
be kept for this purpose contain- 
ing the following particulars :-— 


No. .of .Passengers . 
4 x 
Waiting time 
9 


Remarks 
12 


Route | 


17 


C.R.No./Bill Ne, ws 


20 


operators, Flight Engineers, 


Mechanics, Aircraft and engine, 


Carriage of Mails ete, to 
Engineering Overheads for 
Engineering Staff. Stores and 
other assets of the Engineering 
section to Traffic Overheads for 
staff Traffic Dept. Furniture and 
fittings and other assets of the 
traffic section and to Administra- 
tive Overheads for . proportionate 
insurance of Furniture and 
Fittings and for any other type of 


insurance for administrative 
personnel, 
(4) Depreciation should be 


classified to Direct Flying Ex- 
penses for Aircraft and Engines; 
Motor Trangport. allotted for the 
passengers and the crew to 
Engineering Overheads for elec- 
trical machinery, Engineering 
Equipment, Furniture and Fit- 
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tings and Motor Transport pro- 
portionately. Motor Transport 
and Furniture and Fittings and 
other assets may be classified to 
Traffic Engineering and Adminis- 
trative Overheads, according to 
the expenses incurred by these 
departments. 


(5) Rent, Travelling expenses, 
Water and Electricity charges, 
Telephone, printing and station- 
ery; postage and telegrams and 
roiscellaneous expenses should be 
divided department-wise according 
to the expenses incurred by the 
Departments or where no classi- 
heation has been rade depart- 
mentwise. They must ve divided 
in some reasonable proportion. 


(6) Fuel and Oil, Medical Ex- 
penses and Hanger Rent should be 
allotted to Direct Flying Ex- 
penses, repairs and maintenance 
charges and freight and duty on 
stores should go to Engineering 
Overheads Publicity and Adver- 
tisement and Commission to Book- 
ings Agents to Traffic Overheuds, 
Directors fee and T.A., Auditor’s 
fee and Managing Agents remu- 


neration should go to Administra- 
tive Overheads. 


(7) The allocation of material 
should be done in the following 
way. A monthly acecunt should 
be prepared from the Store Issue 
Register totals of this monthly 
account t.e., monthly abstract and 
Jobs Summary Register should be 
transferred at the end of the 
month to the undernoted Accounts. 


1. Air Craft and Engine Main- 
tenance 


2. Radio Equipment Mainten- 
ance 


-38. Engine Overhaul 

4. Cost of Air Worthiness 

5. Written off 

6. Miscellaneous ag per heads 
of accounts 


7. Work in progress :— 
10 - 

(a) Manufacturing jobs 

(b) Outside Jobs and the 
credit should be given 
to Stores, Engineering 
Department a/c, and 
loose tools a/c. The 
material voucher should 
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be supported by a detailed 
jJobwise statement and a 
detailed list of written 
off articles. 


When a job is completed the 
following entry should be passed: 


“Stores Account...... [Cc 
To 
Works in Progress A/C.” 


The manufactured article should 
be booked into the stores through 
a Goods Inwards Sheet. 


When jobs are taken on behalf 
of other companies a summary of 
Job Cost Sheets material and 
labour should be prepared and 
the following entry should be 
passed :— 


“The Party’s A/C...... Diraca 
To Works in Progress 


(Servicing Revenue) 


The advice shouid be sent in the 
following form. The advice must 
be sent by the stores accountant 
oc the cost accountant, 





Description of Work’. 
JOD NO... Date 


Profit on Rs. 


see © 8 * b è os 


t œ t ££ @ 4 b © 5 t 


Started 


Accounts Advice No. _ 


k sa > messt ee neanremn ě pha 


* w tener An 


Storage and Supervision on Rs. 


__ .. Date Completed — 


Dated _. = 
Rs. À. P. + 
Rs. A. F. 
Rs. Å, P: 
Rs. A. P, 
Rs. A. P. 


Total Rs. 


Credit Stores 
Eng. Equipment A/C 
Loose Tools 
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Treatment of Labour. 


The submission of all monthly 
statements and overtime of the 
Engineering Staff must be as 
follows :— 


Section A. 


1. Propeller, Instrument, Fit- 
ting, Mainplace and service 
station. 


2. Wireless Section. 
8. Engine and Inspection. 


4. Aircraft and Fabric Section. 
Section B. 


5. Technical and Supervisory 
Staff such as C.E. Superin- 
tendents, Supervisors etc. 


6. Stores Staff. 
7. Office Staff (Eng.) 


From the above groupings, wages 
and salaries can be easily allocat- 
ed to: 


1. Aircraft and Engine Main- 
tenance. 


2. Radio Equipment. 
3. Engine Overhaul. 


4. Certificate of Air Worthi- 
ness. 


Section A should go to Direct Fly- 
ing Expenses. 


Section B, to Engineering Over- 
heads, to Traffic Overheads, for 
traific and publicity and to Ad- 
ministrative Overheads for Mana- 
gerial Accounts and General Staff. 


Uniforms. 


Uniforms form one of the major 
expenses in Aviacion Companies. 
For this purpose, uniform requests 
must be taken from the employees 
which should be sanctioned by 
some responsible officials. From 
uniform requests items should be 
written up in Uniform Register 
and should be shown against indi- 
vidual employees to whom they 
have been given. ‘This register 
will serve as a permanent record 
of uniforms given to the employees 
and it will facilitate in the check- 
ing up of uniform requests. Uni- 
forms should: ‘be classified under 
the following heads :— 


I. Direct Flying Expenscs. 


- 1. For uniforms issued ~to 
pilots, wireless operators, 
Flight engines, Flight Ste- 
wards, Catering Staff, Peons, 
Drivers and Coolies. 
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2. Air Craft and Engine Main- 
tenance for propeller, In- 
strument fitting, main place 
and service sections. 


8. Radio Equipment Mainte- 
nance—lor wireless sections. 


4. Engine Overhaul—IEngine 
and Inspection Section. 


5. Cost of Air Worthiness—- 
Aircraft and Fabric section. 


Il, Engineering Overheads. 


Supervisory Staff just as 
Engineer in charge, Superin- 
tendents, Supervision Peons and 
Drivers of ihe Engineering De- 
partment. 


IHI. Traffic Overheads. 


1. Traffic Staff. 
2. Peons and Drivers. 


IV. Administrative Overheuds. 


1. Peons and Drivers. 


Catering expenses. 

For catering expenses, meal 
orders should be taken. The Meal 
Order may be of the following 
form :— 





Name of the Supplier | 


women 


a- masse ones b. weed 


Form for Meal Order. 


- Station  _s_yj. 
Date 


wtdda Ca] edad Be ete omab 


Please supply the following and forward your bill to us:— 


Description 


Signature _ 


Designation of Traffic Office 


Dr. Regular Service 
or 
Charter 


Total Rs. 


Cost 


Total 


se o vv wee eee «mmr 


E For H.O. use only. 
Govt. Account 


"aw 


2 asm bunoannsièon raar > ponb » ç obrrob vra a renè 


Service No. 


sures boba onp 
Behe ùnan an4 soroab Seeds nmasi savtabidesnaacnin 
ata ë pevma ème 


ay ma m = ç ûnvan a is aûms èë èna bà asvp oine hetave b 


Crew 
Passenger 
Staff Passenger 


Personal Account 


gr gg S ag E S E E E E IE E S T TCT E T EI ABE T N a la I a i ere parr 
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Three copies should be prepared of the Meal Order and they should be disposed off as under:-— 
1. Copy marked “A” for the supplier. 


: 2. dy 
3. ” -99 


“B”? for accounts. 
“C”? should be retained, 


{vee 
It is absolutely essential that the bill should be checked u 


marked “C” before forwarding the same to head office for payment. 


Accounting Entries. 


Catering expenses should be 
debited to the following A/cs. 


REGULAR SERVICES 
1. Direct Flying Expenses. 
(a) Passenger Catering. 
-: (b) Crew Catering. 
2. Traffic Overheads, 
. staff Catering. 


4. Staff Passengers Catering 
Personal A/c. (not on duty). 


5. Catering:-on A/e. of Govt. 
Officials (Govt. A/c.) (other 
than Govt. Charter). Ex- 
penses of Passengers Cater- 
ing include meals supplied to 
passengers and also news- 
papers and magazines for 
passengers, crockery flashes, 
tumblers, ete. purchased for 
use of passengers. 


a) 


Landing Bill No. ` Date 
e i 


Landing charges 
6 


Storés Accounts. 
The following account books 
should be kept for stores :— 
1. Goods inward sheet register. 
2. Stores Ledger. 
8. Stores- Issue Register. 
4. Stores Monthly Abstract Re- 
gister. 


CHARTER 
Charter Expenses 


Landing and Housing fees. 


Landing and Housing fees form 
one of the major items of expense 
in Aviation Companies. It is to 
be noted that some companies are 
not keeping anv record for land- 
ing charges. A register should be 
kept for “Landing Charges”. 
Entries should be made in this 
register as soon as landing bill is 
received from the aerodrome. It 
will facilitate prompt checking up 
these bills with the schedule of 
services. 


Accounting Entries. 
Landing and Housing fees 
should be allocated to:— 


Register of Landing Charges. 
station Aircraft 
3 4 


' - Regular Services . . 
7 


5. Goods returned to Stores 
Sheet Register. 


Besides the following files should 
be kept :— 


1. Order Copy file. 
2. Invoice file. 
3. Goods inward sheet file. 


FORM 


p by the Traffic Officer with the copy 


HANDLING CHARTERED AND/OR SER- 
VICES OF OTHER OPERATIVE COM- 
PANIES. 


Handling A/e. 


(a) Direct Flying Expenses. 
(6) Charter Expenses. 
(c) Handling Expenses. 


Landing and Housing fees per- 
taining to regular services should 
be allocated to Direct Flying Ex- 
penditure. Bills pertaining to 
Charters should be ullocated to 
Charter expenses. Extra cost in- 
volved for handling charters and 
services of other. operating com- 
panies should be allocated to 
Handling Charges Account. The 
register should be kept in the 
following form:-- 


Nature of Flight 


5 
Charter Expenses Total 
8 9 
4, Issue sheet file. 
5. Goods returned to store 
sheet file. 


The register may be kept in the 
following form :—-The ruling may 
be changed according to the 
requirements of individual com- 
panies. Š i 





Formerly issued Quantity 


vide GIS.-No7, -~ 


-returned =- 


Goods Returned to Stores Sheet. 


Bill Description 


7 -- No, s be S 


_ Credit 
Job No. 


For H.O. use 
Cost L/F Remarks 
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Issue Sheet 





Job No. Bill No, Article Quantity For Head Office use only 
Item Price Total Remarks 
Stores Monthly Abstract Register. 
Date GLS, No. Aircraft Airframe Engine Written of Miscellaneous 
1 2 3 4 5 6 7 
Head of A/c. Amount 
Engine Fittings General Loose Tools Stores Stores Ledger Nos. 
8 9 10 11 12 
12 3 ods ð 
Direct isses 
13 
Stores in Transit Register. 
1. Date 5. Custom Duty 9. Stores 
2. Cash No. 6. Sundries 10. Direct issue 
3. Freight R/R 7. Engineering fittings 11. G.I.S. No. 
4, Cartage 8. Loose tools 12. Conveyances 


aes RSNA NLA EEE EE Ta STN tS EEEE E E SPSS eH ARR TE EEE E EE E EES 


Date G.R.S. No. 


Goods vetusned to Stores 


Lng. Fittings Loose Tools 
8 4 


qister, 


Store Ledger 
5 
1 2 834S 


pS E/T a ae a aaa a E SS a E a 


fabs. 


For jobs a register should þe 
kept in which should be entered 
jobs opened und closed notices. 
In order to classify jobs, it is first 
necessary to separate the entire 
jobs. For this purpose short 
numbers should be given to all the 
jobs just as:— 


1. Internal Jobs: These may be 

classified as under :— 

(a) Running Aircraft Mainte- 
nance (Aircraft & Engine) 
—R.A.M. 

(b) Radio Equipment—R.E.M. 


(c) Engine Overhaul—Engine 


. O/H 
(1) Certificate of Air worthi- 
ness-—C. of A. 
2. (a) Manufacturing jobs— 
w/p 


(b) Work in progress—w/p 
8, Outside jobs, . 


The above mentioned abbrevia- 
tions must be noted in the remarks 
column of the Jobs Record Regis- 
ter and in the case of outside jobs 
accounts advice No.......... and 
the Bill No........... should also 
be noted in the respective columns. 


Job Cost Sheet. 


Cost of materials and labour 
hours for all the outside jobs 
should be entered up daily in the 
Record Sheet. Job cost sheets in 
material and labour and Daily 
Time Record Sheets must be filed 
in that particular job file. 


For Customers—Materials in- 
cluding spare parts ete., should be 
charged on the basis of net actual 
landed cost at the Air Port plus 
an allowance (say 20%) for 
storage and supervision. 


Th> supervision charges should 
ke charged on the cost of labour. 


The company may charge a pro- 
fit say 10% on items (a) and (b). 


In simplified form, it means 
that, ‘he company should charge :— 


1. Landed cost of materials 
supplied by the Co. plus 20% 


2. Labour charges (on the rates 
fixed) plus 20% 


8 On the total cost (c) and 
(d) including added per- 
centage 10%. The following 
percentages may be levied 
in respect of private jobs 
done in the company’s work- 


shop. 
1. For staff on Material 209o 
j Labour 20 % 
2. For Engineering Staff 
only on materials 10% 


For Engineering Staff 
only on labour 5% 
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A summary register shoula be 
kept In such a manner that it can 
serve the purpose for analysing 
the issues job wise. The total of 
each job will indicate the amount 


to be debited to the particular 
account and a summary thereof 
can be prepared at the end of the 
month. The allocation will be 
formalised to the debit of the res- 
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pective accounts and credit of 
Stores Accounts. The register 
should be kept in the following 


form :-— 





Job opened and 


Job No. closed on 


Description of Work 
A/A, No... 


Job opened On.. ua Gena oene 
Description of work 

Advice Noè... ..:.. 

Columns: 1. Date 

. Name 

C/E Group A 
C/E Group B 
C/E Group C 
Wireless Engineer 
7. Senior Electrician 


D oa w yY 


The books of accounts can be added or modified according to the individual 


various individual companies. 


Ballarat Brewing Co., Ltd. v. 
Commissioner of Taxation. The 
Australian Law Journal, Vol. 25, 
p. 220. 


A company carrying on the 
business of brewing and selling 
beer and stout sold its products to 
customers on the terms that the 
customer shall be entitled to a dis- 
count and a rebate on the agreed 
gross purchase price if he fulfilled 


Job Record Register. 
Description 


Job Cost Shect (Material). 


Job Started on 


2. Date 
3. Bill No. 
4. Quantity 
5 Description E 
6. Amount 
7. Total 
Job Cost Shect’ (Labour) 


EIE 


8. Junior Electrician 
9. Service Welder 
10. Junior Welder 

11. Tin Smith 

12. Black Smith 

13. Carpenter 

14. Turner 


LEGAL NOTES 
INCOME-TAX 


certain specified conditions which 
related to punctual payment, to 
the prices at which the customer 
was to sell the liquor and to 
certain aspects of the conduct of 
the customer’s buginess. It was 
the practice of the company to 
allow rebates. The great majo- 
rity of the customers paid prompt- 
ly and in the other cases which 
were comparatively few, the com- 
pany followed an indulgent policy. 


Bill No. Remarks 


Job No. |. 
Closed on 


Job closed on.............. 


PI Nuera 


15. Int. Repairer 
16. Mechanic 


17. Painter 
18. Upholster 
19. Tailor 

20. Cleaner 


requirementg of the 


In its trading account the com- 
pany showed under: the entry 
“sales” the amount of gross sales 
less an amount representing 
allowable discounts and rebates 
which had not then been allowed. 
In the income-tax assessment this 
latter sum was replaced by the 
Commissioner by the amount of 
discounts and rebates actually 
allowed during the period in ques- 
tion in respect of sales during the 
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prior accounting period. The 
High Court of Australia upheld 
the procedure adopted by the com- 
pany as correct. fFullagar J. 
said: which figure—-the Commis- 
sioner’s or the company’s—repre- 
sents, or more nearly represents, 
the truth and reality of the 
situation? The company’s figure 
brings into account what the com- 
pany will, in the light of al] past 
experience and policy, almost 
certainly receive in respect of 
book debts—no more and no less. 
The Commissioner’s figure brings 
into account sums which the com- 
pany will certainly, or almost 
certainly, not receive in respect of 
book debts. A trading account 
and profit and loss account based 
on the latter figure would be mis- 
leading and there is nothing in 
the Act which requires the assess- 
ment of income on the basis of 
accounts which would be mislead- 
ing in this respect. 


The Court said that it might 
perhars be suggested that in 
calculating the amount in issue 
some allowance should be made 
for the possibility of ‘“‘disallow- 
ance” of discounts but held that 
on the facts of the case, the 
amount to be allowed for this 
possibility was negligible. 


x * ik 


Commissioner of TIneame-tazx, 
Madras v. S. RM. Sathappa Chet- 
tiar (1951) 20 I.T.R. 398. 


The assessee entered into a 
partnership with S to erect and 
establish a spinning mill at Pol- 
lachi. The building was erected 
at the assessee’s expense and the 
other partner bought the machi- 
nery for Rs. 79,155. After the 
factory was constructed, they 
could not start the business, as 
they could not get supply of elec- 
tricity. 5 thereafter took the 
machinery of the value’ of Rs. 


55,817 to certain mills with which 
he was connected and utilised it 
for the purpose of the business of 
that mill. There were disputes 
between the parties which they 
referred to arbitration. The 
award provided among other 
things, that the assessee should 
receive Rs, 75,000 from the mill 
in full settlement of his claims for 
compensation for the use of the 
machinery by the mill. The ques- 
tion arose whether this amount 
was income liable to income-tax. 
The Tribunal held that the amount 
was not obtained by the assessee 
during the course of the business 
of the partnership as the partner- 
ship did not at all at any time 
carry on any business and presum- 
ably on the footing that this claim 
to impose the tax could be sustain- 
ed only if this amount was obtain- 
ed by the assessee as profits 
during the course of the partner- 


_ ship business. 


The Madras High Court reject- 
ed the Tribunal’s view and held 
that the amount was income liable 
to tax. The Court expressed the 
view that even if the partnership 
did not start and carry on its 
business, .thig amount may be 
treated as and legitimately be in- 
come from profits derived by the 
assessee from other sources under 
Section 12 of the Income-tax Act. 
Whether the relationship between 
the assessee and S was that of co- 
owners or co-partners the court 
said it made no difference so long 
as S utilised ‘the asset belonging 
to them in cémmon to earn nrs- 
fits by allowing its user by the 
mill and he ‘was' liable to account 
to the assessee to the extent of his 
share of the profits earned by him 
by utilising a partnership asset er 
an asset which they owned jin 
common. The court rejected ike 
argument strongly pressed on be- 
Half of the assessee that the 
amount really represented the 
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value of the property which was 
paid to the assessee to make up 
depreciation in value as the asses- 
see’s claim was for compensation 
for the use of the machinery hy 
the mill.. The court further ob- 
served that the assessee’s claim 
was not,one for damages for re- 
tention of the machinery py the 
mill. 


It was.also held by the court 
that the amount could not be re- 
garded ag a casual receipt exempt 
from tax. 


x * + 


Union of India and onother v. 
Elbridge Watson (1951) 20 I.T.R. 
400. 


In an appeal against the deci- 
sion of Das Gupta J. in Elbridge 
Watson v. R. K. Das (1951) 19 
I.T.R. 588, a summary’ of. which 
was given in the Legal Notes in 
Julv issue of this Bulletin, the de- 
cision was reversed by a bench of 
the Calcutta High Court consist- 
ing of Harries C. J. and Banerjee 
J. observed as follows in his judg- 
ment: “We do not think it would 
be consistent with justice, in the 
circumstances of this case, to issue 
the writ of mandamus. The grant- 
ing of this writ as I have already 
said is, a matter for discretion 
with the Court and the Court 
must take into consideration all 
the circumstances of the case be- 
fore it exercises its discretion. In 
this case the learned Judge has 
overlooked the vital point in the 
case, namely, that the instalment 
erder was made without giving a- 
hearing to the Income-tax Officer. 
We do not think therefore that 
the officer should be required to 
amend or modify the notice under 
Section 46 (5A) or to accept pay- 
ment of the arrears due from the 
petitioner by instalment.” 


The judgment contains a discus- 
sion ag to the nature of writs and 
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explains the difference that exists 
between them. Banerjee J. point- 
ed out that the issue of the notice 
under Section 46 (5A) was not a 
judicial or a quasi-judicial act but 
an administrative act and there- 
fore if the circumstances warrant- 
ed it the proper writ would be a 
writ of mandamus and the prayers 
in the petition were not ir order. 
Treating it as an application for a 
writ of mandamus, the learned 
judge observed, there was no pre- 
vious demand or refusal of the 
right which the petitioner sought 
to enforce before Das Gupta J. 
This was not merelv a technical 
roint but one of substance which 
must be taken into consideration 
when the Court issued a writ of 
mandamus. 


ai baa w 


EXCESS PROFITS TAX 


Commissioner of Excess Profits 
Taz, West Bengal v. Adair Dutta 
& Co., Ltd., Calcutta (1951) 20 
I.T.R. 267, 


The assessee, a limited company: 
had its head office in London and 
had three branches in India. The 
control and management of its 
business was in London, but as in 
the chargeable accounting period 
the Indian profits exceeded its 
London profits, it was treated as a 
resident under Section 4-A of the 
Income-tax Act. The assessee had 
chosen for its standard period the 
previous years for the assess- 
ment years 1986-87 and 1988-39. 
As in the previous year for 
1936-37 the London profits 
exceeded the Indian profits, the 
Excess Profits Tax Officer treated 
the company as non-resident for 
that year and for that reason 
excluded the London profits of that 
year in computing the standard 
profits. The assessment was con- 
firmed by the Appellate Assistant 
Commissioner. The Income-tax 
Appellate Tribunal on a considera- 


tion of Rule 1 of schedule I of the 
Excess Profits Tax Act and also 
sections 10, 4 and 4-A of the 
Income-tax Act came to the con- 
clusion that for the purpose of 
determining the standard profits, 
the provisions of section 4 and 
4-4 have to be ignored and that 
the business income had to be 
determined in accordance with 
the provisions of Section 10 and 
in this view included the foreign 
profits in the standard profits. 
The Celcutta High Court on 
reference upheld the decision of 
the Tribunal that the foreign 
profits should be included in the 
standard profits. 


+ Æ * 


COMPANY LAW 


Hawks v. McArthur and others. 
The All England Law Reports 
(1951), Vol. I, 22, 


M. who was a director in certain 
company held five hundred ordi- 
nary shares therein. He entered 
into an agreement with the com- 
pany under which he should resign 
from his office of director of the 
company, that he should receive 
certain sum as compensation and 
that the company should find a 
buyer for his shares. F, the 
chairman of the board of directors 
agreed to buy three hundred of 
these shares on condition that he 
should hold them as beneficial 
owner and for his own account if 
no other member desired to buy 
them and that he would hold them 
as nominee or trustee for any 
member who exercised the right of 
pre-emption. R, the company’s 
manager entered into a similar 
agreement for buving the other 
two hundred shares. M. executed 
a transfer of three hundred shares 
in favour of F and a transfer of 
two hundred shares in favour of 
R and received the full price for 
all these shares. The shares 
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however continued to remain in 
the name of M in the register. 


The Articles of Association of 
the company contained certain 
provisions restricting transfer of 
shares. They provided that on 
receiving the transfer notice from 
the vendor the board should forth- 
with give notice of the proposed 
transfer to all the members and 
inviting each of them to state 
whether he was willing to buy any 
shares and if so how many, ‘There 
were also provisions as to how the 
shares should be distributed 
among members who exercised the 
right of pre-emption to buy the 
shares. None of these provisions 
was complied with in executing the 
two transfers. 


After the shares were transfer- 
red, H, who was also a member 
of the company recovered judg- 
ment against M for certain sum 
and obtained a charging order misi 
on the shares. F & R contended 
that before the charging order 
was obtained the beneficial inter- 
est in the shares was in them and 
that M had no interest in the 
shares on which the charging 
order could operate. 


The Court held that although 
the aforesaid provisions of the 
Articles had not been complied 
with, F. & R. acquired equitable 
rights in the shares on paying the 
full price, that the rights of H 
under the charging order were 
also equitable rights and that as 
the rights of F & R had accrued 
before the charging order was 
made their rights must prevail 
over the claims of H. 


% r x 
Ex parte Westburn Sugar Re- 


fineries Ltd. (1951), Vol. 1, All 
England Reports 881, 


This is a decision of the House 
of Lords in an appeal preferred by 
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the Westburn Sugar Refineries 
Ltd. against the decision of the 
Court of Session dismissing the 
company’s petition for confirming 
the reduction of capital. The ap- 
pellant company wanted to reduce 
its share capital by paying off 
paid-up share capital which was in 
excess of its wants. It formed an 
investment company and subscrib- 
ed for one thousand 2s. shares 
therein and provisionally agreed 
to transfer to that company (1) 
some shares and debentures in 
private companies at book value 
and (2) a sum of three per cent 
funding stock. In exchange the 
investment company was to pay 
£100 in cash and to issue to the 
appellant company or its numinees 
6,08,000 shares of 23. each in the 
cz.pital of the investment company 
credited as fully paid. The 
scheme of the appellant company 
was to reduce its capital from 
£6,09,000 divided into 6,009,000 
Shares of £1 each to £5,48,100 
divided into 6,09,000 shares of 
18s, each. This meant a return 
of the paid-up capital to the ex- 
tent of 2s. on each share and this 
28. was to be satistied by giving 
the shareholder one fully paid 2s. 
share in the investment company. 
The articles of association of the 
appellant company authorised the 
reduction of capital subject to the 
approval of the court. In the ap- 
plication for sanction it was made 
clear that the capital proposed to 
be returned was in excess of the 
company’s requirement but it was 
not stated by how much the 
capital was surplus. 


The application was rejected by 
the Court of Session on the 
grounds that (a) it was against 
public policy to aid a company 
threatened with nationalisation to 


part with valuable assets and (b) 


the company had failed to show 
by how much its capital was 
surplus to its requirements. 


On appeal, the House of Lords 
reversed the decision of the Court 
of Session. Lord Normand stated 
that in consideration of the re- 
duction of share capital the share- 
holders might decide to accept a 
transfer of assets to a holding 
company the shares of which were 
to be held by them according to 
their respective interests in the 
ca, ital of the transferor company 
and that the shareholders could 
also decide that the transfer 
should be of such investments as 
are, according to their value in the 
company’s balance sheet, the equi- 
valent of the amount of the pro- 
posed reduction of share capital. 
it was possible, he said, that assets 
may be transferred at book value 
with a view to defeat creditors 
and when the company was threat- 
ened by proposals to nationalise it 
a suspicion may be aroused that 
the scheme was manoeuvre to milk 
the company of its capital and 
therefore it was necessary for the 
court to scrutinise the scheme care- 
fully and see whether the rights 
of creditors and interest of share- 
holders, actual and prospective 
were being sacrificed or injured. 
But according to him the material 
matter to be considered by the 
court was not the value of the 
investments which the conipany 
proposed to transfer but the value 
of those assets which if would 
retain. An expert report showed 
thet the company was in a strong 
position as regards its retained 
assets and liabilities that the 
creditors were amply provided for 
that the company’s capital was 
in excess of its requirements and 
thet the shareholders were not 
[rejudiced by the proposals. Lord 
Normand therefore held that the 
proposed reduction was not open 
to objection and may properly be 
confirmed. 


Lord Reid in his speech said 
that once it had been recognised 
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that paying off capital can be done 
otherwise than by payment of 
money, there could not be any 
requirement of exact correspon- 
dence between the amount of 
capital paid off and the value of 
the assets used to pay it off because 
in many cases it was impossible 
to make any exact valuation of 
such assets. The most that could 
be required would be an approxi- 
mate correspondence and there 
was no reason why it must be held 
that the statute had imposed any 
such vague or difficult limitation. 
He said that the duty of the court 
was to consider the interests of 
the creditors, the sharcholders and 
of public. Taking into considera- 
tion the facts that the assets to be 
distributed taken at their real 
value formed only a comparatively 
small part of the total assets of 
the company and other circum- 
stances, Lord Reid held that the 
interests of these ‘rersons were 
not prejudiced. Regarding the 
contention that the object of the 
reduction may have been to avoid 
in part the consequences of future 
legislation, he stated: “The fact 
that the appellants may have such 
an ulterior object may be a good 
reeson for making quite certam 
that the existing law is complied 
with in every respect, but it 
cannot, in my judgement, be by 
itself a ground for dismissing the 
petition. The petition must be 
judged by the law as it exists 
to-day.” 


Lord Radcliffe observed as fol- 
lows: “When a company has come 
to emgloy in its business, as this 
company has, volume of assets 
very much greater in value than 
the amount of its paid-up share 
capital, there is no obvious answer 
to the question how much of that 
capital it needs for future trad- 
ing. How much of the paid-up 
share capital the company can 
dispense with for the future is a 
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domestic matter, whieh the sharé= 
holder and their managers must 
decide among themselves. If the 
amount which they have decided 
on, works no injustice to creditors 
or to shareholders, I see no pur- 
pose which can be served by the 
courts insisting on precise figure 
of the company’s collectidiis or the 
striking of exact balance between 
that figure and the total available 
resources in hand. He took the 
view that the investment com- 
pany’s shares should not ne treat- 
ed as having any certain value, 
which is substantially greater 
than par. He said: “There are 
many kinds of property of which 
the value cannot be ascertained on 
any certain principles. There is 
no kind of property to which valve 
cannot, if it must, be assigned, 
but in such cases the value accept- 
ed depends on the weighing of in- 
dividual through expert judg- 
ments and not on an appeal to any 
fixed standard. Investments in 
private companies, which we are 
dealing with here seem to me! to 
be within this clause and I do not 
think that the appellant company’s 
figure of cost, which is,:after all, 
one form of valuation, should be 
taken as something markedly dif- 
ferent from the true value: Lord 
Radcliffe further held that the 
court should not dismiss the peti- 
tion on merely theoretical fear of 
evil consequences without regard 
to the actual circumstances of the 
case and considering the circum- 
stances of the case he held that 
there was no interest of the public 
that could be prejudiced i the 
reduction proposed.” 


l 
* * * 


LAW OF CONTRACTS 


Monkland v. Jack Barclay Ltad. 
(1951), Vol. 1, All England Re- 
ports 714. 


In May, 1946, the plaintiff 
entered into an agreement with 


the deféndants for buying a new 
Bentley car. One of the terms of 
the agreement was this: “The 
sellers will use their best endeav- 
ours to secure delivery of the goods 
on the estimated delivery dates 
from time to time furnished but 
they do not guarantee time of deli- 
very, nor shall they be liable for 
damages or claim of any kind in 
respect of delay in delivery. ” No 
such date was mentioned in the 
contract but in a latter the manag- 
ing director of the defendants 
gave ‘“September|October, 1947” 
as the date on which the plaintiff 
might expect delivery. In August 
1946 the British Motor Trade As- 
sociation promulgated a scheme 
imposing on its members a re- 
guirement that they should exact 
from any customer seeking to buy 
a new car a written and signed 
covenant whereby he undertook 
not to resell within a certain 
period after his pufthase. 


The defendants were retailers 
of Bentley motor cars under an 
agreement with the manufactur- 
ers which provided among other 
things that the defendants should 
be members of the British Motor 
Trade Association and observe the 
rules of the Association and that 
the manufacturers could terminate 
the agreement if the defendants 
committed a breach of any of the 
terms of the agreement or acted 
so as to cause or suffer their name 
to appear on the stop list of the 
association. In March 1947 the 
manufacturers decided to adopt 
the Association’s scheme and in- 
formed the defendants that the 
supply of cars wouldq,be condition- 
al on the purchaser executing the 
covenant as to re-sale and they 
accordingly informed the plain- 
tiff. The plaintiff refused to 
execute the covenant, The manu- 
facturers persisted in their refusal 
to. deliver unless and until the 
covenant was signed,and-the de- 
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fendants continued to affirm their 
inability, failing its signature, to 
procure delivery of the car. In 
danuary 1948 a Bentley car was 
delivered by the manufacturers to 
the defendants with a direc- 
tion that it should be allocated 
to certain customer who had 
placed an order with the de- 
fendants immediately after the 
Llaintiff placed the order, In 
March 1948 the plaintiff sued the 
defendant for breach of contract. 
The defendants contended (a) 
that the terms of the contract as 
to delay in delivery in particular 
absolved them from liability in 
the events which happened and 
alternately, (b) that if the terms 
of the contract did not entitle 
them to act.as they did, the con- 
tract was void being contrary to 
public policy. The trial court 
gave judgment to the plaintiff on 
both sides. 


The Court of Appeal reversed 
the decision of the trial court on 
the first point and dismissed the 
suit. The Court of Appea) held 
that the defendants did use their 
best endeavours to secure delivery 
in a reasonable time or by Septem- 
ber or October 1947 whichever be 
the actual obligation resting on 
them and that there was no breach 
ox the contract. 


In the circumstances it was not 
necessary to consider the defend- 
ants’ alternative vontention that a 
contract to deliver to a customer, 
without, the covenant regarding 
re-sale would have been contrary 
to public policy and void, but the 
Court expressed the view that this 
contention was not sustainable. 
It was argued that the Associa- 
tion’s scheme had the govern- 
ment’s approval and this was in 


‘some way relevant to the yuestion 


whether a contract which departed 
from it was or was not contrary 
to public policy. The Court held 
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that this argument was unsound 
as it confounded public policy with 
political policy. 


PARTNERSHIP LAW 


Kulathu Iyer Harihara Siva- 
ramakrishna Iyer v. Annaswamy. 
A.LR. (38) 1951 Travancore- 
Cochin 192. 


In this case a Full Bench of the 
Travancore-Cochin High Court 
held that a “working partner” 
was not necessarily a partner in 
the business but may merely be 
ar employee under the capitalist 
partner although entitled to get a 
share in the net profits as remune- 
ration for the services rendered 
by him. He was also liable to 
account for the dealings for which 
he was responsible though he was 
not a partner in the technical 
sense of the term. 


+ + * 
INSURANCE 


Bharat Bank Ltd. and Another 
v. Ruby General Insurance Co., 
Ltd. (1951) 21 Comp. cas (Ins) 
40. 


A quantity of cotton stored in 
godowns was hypothecated by the 
owner to the Bharat Bank Ltd. 
The godown was insured against 
damage by fire by means of policy 
taken with the Ruby General 
Insurance Co., Ltd. On the night 
between 20th and 2ist March 
1948 the whole stock of cotton 
was destroyed by fire. Clause 
18 in the policy contained an 
arbitration agreement and as a 
difference arose between the 
parties regarding the amount 
payable by the insurance company, 
an application was filed under 
section 20 of the Arbitration Act 
by the owner of the cotton and the 
bank jointly to have the arbitra- 
tion agreement filed in court. The 
application was resisted by the 
insurance company on grounds 


which pave riše to thé following 
issues :— 


1. Has the, Bharat Bank, 
applicant No. 1 no locus standi to 
bring the present application? 


2. Is the present application 
within time? 

8. Is the agreement not bind- 
ing on the respondent so far as 
arbitration reference is concerned? 


The first. and the third of these 
points were decided in the peti- 
tioners’ favour. The second issue 
which alone had to be decided was 
based on clause 19 of the insurance 
policy, which provides as follows: 
“In no case whatever shall the 
company be liable for any loss 
or damage after the expiration 
of 12 months from the happening 
of the loss or damage unless the 
claim is the subject of pending 
action or arbitration.” The 
question was whether the word 
“action” in the clause was wide 
enough to cover an application to 
the court under section 20 of the 
Indian Arbitration Act. A divi- 
sion bench of the Punjab High 
Court held that it did. There were 
certain other clauses in the policy 
in which the words ‘in any action, 
suit or other proceedings occur.’ 
Falshaw J. observed in his judg- 
ment as follows: “It seems to me 
that it is impossible in construing 
the terms of the insurance policy 
to come to the conclusion that the 
word “action” has been used in 
various clauses without any 
meaning and the fact that, in the 
clauses listed above, it has been 
used as an alternative to the word 
“suit”, while in the clause under 
consideration it is used alone with- 
out the word “suit” as an alterna- 
tive, is a strong indication that the 
two words are not intended to be 
interchangeable or synonymous. 
The word “suit” certainly has the 
more restricted meaning of the two 
words and therefore the inevitable 
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conclusion is that the word 
“action” is intended to have a 
wider meaning than the word, 
“suit”. As a matter of fact, when 
he was asked what the meaning of 
the word “action” in the terms of 
the policy was, the learned counsel 
for the respondent, although he 
tried to maintain that for the pur- 
pose of clause 19 the word was 
synonymous to “suit”, at another 
time said that the word “action” 
must be taken to have its meaning 
in English law. This meaning is 
obviously very wide indeed if we 
are to rely on the authority of 
Halsbury, than which it does not 
seem there can be any better 
authority. Indeed, the definitions 
of the word “action” contained in 
other law dictionaries and lexicons 
appears to be based on Halsbury. 
In the circumstances I am of the 
opinion that the word “action” as 
used in clause 19 in the policy must 
be taken to have a meaning wide 
enough to cover an application to 
a Court under Section 20 of the 
Arbitration Act for the filing of 
an agreement to refer to arbitra- 
tion. There is little or no case 
law to help us in deciding the 
point. No Court in India appears 
to have given any decision on this | 
particular point and the nearest 
English case, though not al- 
together on the point, is Cog v. 
Hoare, in which it was held that 
the special case stated under the 
Arbitration Act of 1889 was 
within the definition of the word 
“action”. There is, however, a 
provision in the English Arbitra- 
tion Act of 1889 in Section 5 by 
Which the intervention of the 
Court can be sought by one of the 
parties to an agreement to refer 
to arbitration, which is called a 
“submission” in the English Act, 
when difficulties arise between the 
parties about the appointment of 
an arbitrator or arbitrators or an 
umpire and this section is the 
nearest approach in the English 


an’ 
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. Act to Section 20 in the Indian 


Act, In the absence of any autho- 
rity to the effect that an applica- 
tion to the Court under Section 5 
of ‘the English Act would not 
amount to an “action”, I am 
inclined to hold that such an 
application would amount to an 
“action”, within the meaning of 
the definition of the word as given 
in Halsbury.” ; 


E m wd 


Master and Servant 


- Sellers v,- London- Counties 
Newspapers (1951), Vol. 1, All 
England Reports 544, 


‘ments 


The defendants employed the 
Llaintiff for obtaining orders for 
the sale of advertising space in 
the defendants’ newspapers. In 
addition to salary, the plaintiff 
was entitled to a commission on 
orders obtained by him. ‘The 
commission was Layable only when 
the advertisement was published. 
The employment was terminated 
and the question arose whether 
the plaintiff was entitled to com- 
mission in respect of advertise- 
for which ordérgs were 
obtained during employment 
but which were published after 
termination of the employment. 


.The trial court held that he was 
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not entitled. The Court of Appeal 
by a majority reversed the deci- 
s.on of the trial court and held 
that in the absence of an 
express term in the contract 
of employment that the plaintiff’s 
right to commission should end 
with the termination of his 
employment, he was entitled to 
commission on any orders „he 
obtained while he was employed 
by the defendants, even though the 
advertisements to which these 
orders related were not published 
until after the termination of his 
employment. , Sir Raymond 
Evershed M.R. dissented from the 
decision of the majority. 


PARLIAMENTARY PROCEEDINGS 


The Minister of Finance stated 
as follows in his written answers 
to certain questions. 


The number of ` income-tax 
appeals: filed before the Appellate 
Assistant Commissioner’ of In- 
come-tax in Madras City during 
the last two years, the number of 
cases disposed of by them end the 
result thereof are :— 


1949-50 1950-51 

No. of appeals 

filed 2,269 2,992 
No. disposed of .1,721 . 2,182 
Result: - 
No. partly or wholly 

successful 769 1,012 
No. rejected as 

time barred 59 65 
No. unsuccessful 893 1,104 


Percentage of 
successful appeals 
51.9 per cent 50.7 per cent 


The number of revision af plica- 
tions disposed by the* Commis- 


Percentage of 


(A) Questions & Answers, 


sioner of Income-tax, Madras in 


the last two year¥ and the result. 


thereof are :— 
‘ye 
1949-50 1950-51 


From June 1949 
^ to March 1950 


No. filed 227 836 
No. disposed of p 120 217 
No. partly or 

wholly successful 66 145 
No. unsuccessful 54 


132 


[i 


unsuccessful . 

applications Í 

i 45 per cent 47.8 per cent 

1,887 appeals were filed before 
the Madras Bench of the Appellate 
Tribunal during the period 1st 
April, 1949 to 31st March, 1951. 


* T + + 
Conscience Money | 


Replying certain questions in 
Parliament, the Minister of State 


for Finance said that the total 
amount received from tax evaders 
as conscience money was Rs. 
30,661 made up of Rs. 550 cash, 
Rs. 101 cheque and Rs. 30,000 
bank draft. -In answer to the 
question whether - the sum of 
Rs. 30,000 will be deducted from 
the assessment -of the person who 
sent the draft, the Minister said 
that the gentleman who had sent 
that draft kert himself anony- 
mous, that it was very difficult to 
enquire from the.bank as to who 
hed remitted that amount and that 
if he were to force banks to give 
the secrets of all their clients, 
banking and trade would be 
alfficult in India. 


* * tH 


Per Capita Public Debt. 


In answer to a question, the 
Minister of Finance stated in 
Parliament that taking the public 
debt of the centre and the States 


together the per capita burden was 


approximately Rs; 66. 


November, 1951. 
' Savings Banks Accounts (Burme) 


In a written answer to a 
question, the Deputy Minister of 
External Affairs stated that 
Indians who had deposited money 
in Savings Banks accounts in post 
offices in Burma could receive pay- 
ments of their balances in Burma 
but remittances to India could be 
made only with the permission of 
the Burmese Exchange Control. 
He further stated that as the 
. action was taken by the Burmese 
Government under exchange 
contro] regulations, it was not 
possible to intervene and that 
efforts were being made to facili- 
tate the transfer of money in 
genuine cases with the permission 
of Burmese Exchange Control. 


(B) BILLS & ACTS 


In exercise of the powers con- 
ferred by section 2 of the Part C 
States (Laws) Act, 1950 (XXX of 
1950), the Central Government 
has, by notification S.R.O. 1474 
dated the 5th September 19Al, 
extended to the State of Vindhya 
‚Pradesh the United Provinces 
Agricultural Income-tax Act, 1949 
‘(United Provinces Act III of 
1949) as in force in the State of 
Uttar Pradesh on the date of the 


\ 


French aid to India. 


The Minister for Commerce and 
Industry is reported to have stated 
that India was seeking French 
capital and technicians for indus- 
trial development. 


* * k 


Trade agreement with Burma. 


A press note states a five-year 
trade agreement between India 
/ 
and Burma was signed on Septem- 
ber 29, at Rangoon, The agree- 


notification subject to certain 
modifications set out in thè 
notification, 

*x % x 


The Companies (Donations to 
National Funds) Act, 1951 No. 
LIV of 1961. 


An Act to enable companies to 
make donations to national funds 
(17th October, 1951) 


Be it enacted by Parliament as 
follows :— 


1. Short title and extent.—(1) 
This Act may be called the Com- 
panies (Donation to National 
Funds) Act, 1951. 


(2) It extends to the whele 
of India except the State of 
Jammu and Kashmir. 


2. Defimitions.—In this Act— 


(a) “company” means a com- 
pany as defined in section 2 of the 
Companies Act, and includes a 
company deemed to be incorporat- 
ed and registered under that Act 
by virtue of section 2B thereof: 


(b) “the Companies Act” 
means the Indian Comranies Act, 
1918 (VII of 1918), 


NEWS AND NOTES 


ment apart from providing for 
supply of rice from Burma to 
India, provides for the exchange 
of other essential commodities. 


* * * 


Claims for refund of Income-taz. 


The Central Board of Revenue 
have published a pamphlet ex- 
tlaining in simple languae the 


procedure that assessees should: 


follow in applying for income-tax 
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3. Power of companies to make 
donations to certain National 
Funds—Any company may, not- 
withstanding anything contained 
in the Companies Act or in any 
other law for the time being in 
force regulating the affairs thereof, 
and notwithstanding that the 
memorandum or articles of asso- 
ciation of the company do not en- 
able it so to do, by an extraordi- 
ordinary resolution passed in 
accordance with the provisions 
contained in section 81 of the Com- 
panies Act, authorise the making 
of donations to the Gandhi Nation- 
al Memorial Fund or the Sardar 
Vallabhai National Memorial 
Fund, or to any other Fund esta- 
blished for a charitable purpose 
which by reason of its national 
importane has been approved by 
the Central Government for the 
purpose of this section. 


4, Repeal of Act XXXV of 
1948.—The Gandhi National 
Memorial Fund Donations (Com- 
panies) Act, 1948, is hereby 
repealed. s 


K. V. K. SUNDARAM, 
Secy. to the Govt. of India. 


refunds .and in getting them 
settled quickly. ' 


* * * 


India’s trade with U.K. 


India had a favourable balance 
of about Rs. 31 crores in her 
trade with the United Kingdom 
during the first eight months of 
1951 as against her adverse 
balance of Rs, 1.2 crores for the 
corresponding period last year. 
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Income-tax assessees. 

Mr. S. K. Patil, Mayor of 
Bombay has inaugurated an 
Income-tax Assessee Relief Com- 
mittee in Bombay with sixteen 
non-officials as members to act as 
a liaison between the assessee and 
the administration in regard to 
the disclosure scheme. 


* * * 


Calcutta National Bank. 


Relevant portions from the 
Reserve Bank of India’s inspection 
report on the Calcutta National 
Bank Ltd. have been published in 
a Gazette Extraordinary by the 


Sales Tax Cases Vol. I 1988-50 
by S5, V. Aiyar, B.A., B.L, 
Advocate, Supreme Court, New 
Delhi, Editor in charge “Income- 
tax Reports”. 


Price Rs. 10. 


Sales Tax Cases Vol. II parts 1 
to 6, Chief Editor: A. N. Aiyar, 
B.A. B.L, Senior Advocate, 
Supreme Court, Editor “Supreme 
Court Reports” and “Income-tax 
_ Reports”. 

Annual Subscription Rs. 6. 


Company Law Institute of 
India Ltd., 17, Dr. Nair Road, 
Thyagarayanagar, Madras-l7. 


The first volume contains full 
end accurate reports of sales tax 
enges decided from 19388 to 1950 
by the High Courts, the Federal 
Court, the Privy Council and the 
Supreme Court. These decisions 
lay scattered in various law 
rerorts and Mr. S. V. Aiyar has 
rendered a signal service to the 
nublic in collecting all these 
decisions in a single volume. Some 


Government of India on October 
20, 


* Er + 


from 


Withdrawal of exemption 
income-tax, 


A press note issued on October 
19 announcing this, said ‘that 
during the war, companies were 
formed for the purpose of distri-’ 
bution of such controlled commo- 
dities as iron and steel (including 
scrap), textiles, etc. In the strict 
Jegal sense, such associations and 
companies were independent legal 
entities liable to Income-tax on 


the profits earned by them, but . 


REVIEW 

inrenorted cases have also been 
‘-luded in the volume. The head 
notes given for each decision are 
ouite lucid and concise and clearly 
give the gist of the decision. In 
some of the important cases, the 
arguments of the contending 
parties are set out in detail and 
this helps the reader to better 
understand the judgements in these 
cases. The decision of the Federal 
Court in In re Central Provinces 
and Berar Sales of Motor Spirit 
and Lubricants Taxation Act and 
the decision of the Privy Council in 
Governor-General in Council v. 
Province of Madras in which the 
fundamental principles underlying 
the levy of sales-tax are elucidated 
are some of the important deci- 
sions reported in the volume. A 
few decisions of the Board of 
Revenue and a digest of selected 
foreign decisions are also given 
which are quite useful. 


The issues of the second volume, 
a journal published as a surple- 
ment to the Income-tax Reports, 
give full and accurate reports of 
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Government had granted them 
extra legal exemption from taxa- 
tion, mainly as a war-time 
measure, on the condition that the 
share of profits of each member 
of such association or company 
would be included in his total 
income and assessed to tax in his 
hand. Although the exemption 
was justified in the special circum- 
stances created by the war, such 
exemption was, in some cases, 
granted even after the termination 
of the war. No fresh exemption 
was,, however, granted after 
December, 1949. It has now been 
decided to withdraw the exemption 
with effect from the assessment 
year 1952-53”. 


sales-tax cases decided by various 
courts from 1950 onwards. They 
also contain statutes, rules and 
notifications relating to sales-tax 
issued by the Central Government 
and the several State Govern- 
ments. short notes of foreign cases 
on sales-tax and thought provok- 
ing editorial notes on various 
topics of interest relating to sales- 
tax. The head notes of cases are 
prepared with skill and give the 
points decided very clearly and 
concisely. 


Sales-tax has become an im- 
portant branch of the law. 
Frequently, difficult questions 


arise in interpreting the provisions 
of the sales-tax statutes. Article 
286 of the Constitution has set 
some important limitations on the 
power of the State to levy sales-tax 
and coufts will have to decide 
whether taxing particular transac- 
tions is within the power of the 
States. An independent Appellate 
Tribunal has been constituted in 
Madras and reference lies to the 
High Court on questions of law 
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arising out of the orders of the 
Tribunal. Decisions of Courts.are 
therefore likely to be very numer- 
ous. Sales-tax is now in force in 
many States and the volume of case 
law has already increased, making 
a journal giving a report of deci- 
sions of all the High Courts and 
the Supreme Court an imperative 
need. Although the statutes. in 
force in the various States differ 
in many. respects, they are all 
ased upon some „principles 
common to all and decisions touch- 


J 


Sri S. Ramachandran, Charter- 
ed Accountant, Pollachi writes: 


- Section 16 (8) (a) (1) of the 
Hien ‘Income-tax. Act, provides 

at so much of the income of a 
wife from membership of the wife 
in a firm of which her husband is 
a pertner shall be included in 
computing the total income of the 
individual. The income of the 
wife is considered on a part with 
income of the minor child admitted 
to the benefits of partnership. It 
is a well-known fact that a wife 
can have separate property with 
absolute rights of enjoyment and 
disposal. When the wife becomes 
a partner of a firm in which her 
husband is also a tartner by 
inyesting capital from her 
personal property, she becomes a 
Tartner as an individual and not 
as the wife of the other partner. 
In such a case will sec. 16 (3) (a) 
(1) attract tax on the wife’s share 
of profits from the firm in the 
hands of the husband? 


This point has not been dealt 
with in the article by “Firpre” in 
the December 1950 issue of the 
Bulletin. 


* % * 


Sri S. Ramachandran, Charter- 
ed Accountant, Pollachi writes: 


ing these principles given under 
one statute will be helpful in inter- 
preting the provisions of the other 
statutes. Often the Chartered 
Accountant is approached by his 
client for advice on sales-tax 
matters and if is essential that 
the Chartered Accountant should 
be conversant with the case law, 
the statutes and the regulations. 
Accountants employed in firms 
should also be familiar with the 
į rovisions of sales-tax law. The 
first volume of Sales Tax Cases 


MEMBERS’ QUERIES. 


In Income-tax matters the 
tower of attorney filed by 
Chartered Accountants before the 
Income-tax Officer is accepted as 
sufficient for representation before 
the Appellate Assistant Commis- 
sioner and Inspecting Assistant 
Commissioner “In connection with 
the same assessment year. But 
the Madras Sales Tax Department 
insists on separate power of 
attorney one for appearance 
before the Deputy Commercial] Tax 
Officer, one before the Commercial 
Tax Officer in appeal, one before 
the Deputy Commissioner or 
Commissioner on revision, and so 
on, 


I shall be obliged if any of the 
readers will clarify the position. 


ik * lial 


Sri M. L. Mathur, Chariered 
Accountant, .Ajmer. -writes: 


Will any of the members cn- 
lighten me in the following 
matter through the columns of the 
Bulletin. 


M/s. A. & Co., auditors a~- 
been auditing the accounts ef Y 
firm for last some years. There is 
some litigation between X Co., and 
the. Y firm and the court has 
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and the journal are not only use- 
ful, but indispensable for all those 
who have to deal with sales-tax 
matters either as practitioners or 
as accountants in offices. The 
Editors deserve praise for bring- 
ing out these books at a time 
when they are most needed. 


The printing and get up of 
these publications are also good. 


A Reader. 


issued a notice to the auditors to 
be present in the court as a wit- 
ness from the side of X Company 
and also to troduce the Balance 
Sheet of Y firm of the relevant 
year as audited by them. 


Is it within the powers of the 
court to serve such a notice and 
compel the auditors to produce the 
Balance Sheet of the concern in the 
sourt which is not published for 
public? 


I think if the auditors produce 
the Balance Sheet and disclose any 
other information of his client it 


would amount to professional 
breach though the court has 
required to do so. 

a * * 


Shri B. K. Sen Gupta of Messrs. 
J.C. Das & Co., Chartered Account- 
ants, Calcutta writes: I shall be 
obliged if any of your learned 
readers kindly enlighten me 
whether (1) a director of the 
“Managing Agents Company nomi- 
nated as a director of the managed 
company is entitled to get a re- 
muneration for acting as a 
Manager of the Company and (2) 
another such director is entitled to 
get stecial remuneration for 


+ 
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rendering special services in the 
head office of the Company? 


* * a 


A Chartered Accountant from 
Calcutta writes: A Public Limited 
Company went into Creditors’ 
Voluntary Winding up in 1950, 
when audit of the accounts for the 
years ending 31-12-48 and 31-12-49 
were in arrear. In the Annual 
General Meeting held in the year 
1949 in which the Audited State- 
ments of Account for the year 
ending 81-12-47 were considered 


. the appointment of the previous 


auditor was renewed; of course 
the said Auditor did not commence 
work. 


Is that Resolution appointing 
the said Auditor binding on the 
Liquidator or the Liquidator may 
appoint an Auditor of his own 
choice, specially if only partial 
audit for income-tax affairs may 
well serve his purpose? If the 
resolution is binding on the Liqui- 
dator what should be the pro- 
cedure for removal of the said 
Auditor? 

In this connection it is to be 
noted that there is a Committee of 
Inspection consisting of four 
members under whose instruction 
all fixed assets have been disposed 
off and hence question of audit of 
the Balance Sheet requiring veri- 
fication of Assets does not arise. 


What are the exact rights, duties 
and obligations of the members of 
the Committee of Inspection in 
voluntary liquidation as opposed 


Shri B. K. Sen Gupta, M.A., 
B.Com., A.C.A., Calcutta writes :— 


The following extract from the 
report of the examiner for paper 
(i) of Group II (Mercantile and 
Company Law) of First Examina- 
tion has been published at page 


to those of the liquidator? Are 
there any case laws in India 
defining the same? 


Is it up to the members of the 
Committee of Inspection to inter- 
fere with the day to day activities 
of the Liquidator? 


Are the resolutidns of the Com- 
mittee of Inspection mandatory or 
recommendatory? | Who shall be 
the Chairman of the Committee of 
inspection? 

oh, 

í W% * * 

Shri Ram Sharan Singh of 
Calcutta writes: With reference to 
the query of Sri Tarun Banerjea, 
Caleutta in September issue of the 
Bulletin, my opinion is as under: 


That it is not a breach of pro- 
fessional etiquette for the newly 
appointed auditor to accept a job 
on a reduced remuneration refused 
by the retired auditor. When 
the retired auditor has refused 
to be an auditor, tthe com- 
pany may appoint any other 
auditor in his place on a remu- 
neration which may either be less 
or more than that of the previous 
year. Moreover, if it be taken as 
a breach of professional propriety 
newly quelified auditors would not 
set any chance in the profession 
if the number of clients be 
constant. 


* * = 


Shri Rama Mohan Lall, M.Com., 
LL.B., A.C.A., Kanpur writes: 





" CORRESPONDENCE 


3 of the Bulletin for September 

1951 :— 
| 

“Some students wrote that 

consideration is not necessary 

for a contract of agency or 

bailment, This idea they seem 

to have taken from some notes 


ce p 
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With reference to the query of 
Mr. Tarun Banerj ea in September 
issue of the Bulletin, my opinion is 
as under: The whole question 
boils down to this whether under 


the circumstances ‘mentioned by 


Mr. Bannerji the acceptance of the 
job by an Auditor ‘can constitute 
‘undercutting’ in terms of clause 
(ii) of the’ Council’s Notification 
No. 24-CA (8)/50. The difficulty 
in giving a clear-cut answer 
obtains because the Council has 
not so far elucidated as to what 
actually ‘undercutting’ connotes, 
nor has it illustrated and ex, lain- 
ed the conditions which may con- 
stitute undercutting. 


~i 


In my humble opinion it can 
safely be laid down as a general 
rule that the mere fact’ of the 
acceptance of a job at a less fee by 
itself is not sufficient to constitute 
‘undercutting’ unless considering 


the standing and status of the 


auditor the fee is sô low or unre- 
munerative as to suggest a motive 
to oust the other auditor for no 
other reason but ‘for a lower 


quotation. Applying this rule to 
the question raised by Sri 
Bannerji, I think the circum- 


stances mentioned by him do not 
account for the commission of an 
offence of ‘undercutting’ unless it 
can be established that the auditor 
accerting the job was instrumen- 
tal in the remuneration being 
quoted at a lesser figure with a 
view to ousting the former 
auditor, 


or from some lectures. The 
above view is wrong.’ There is 
consideration in every contract 
of agency or bailment” 


So far as contract of agency is 
concerned, Section 185 of the 
Indian Contract Act, 1872 (Act 
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IX of 1872) provides “No consi- 
deration is necessary to create an 
agency”. In the commentary of 
this section it is written in Pollock 
and Mulla’s Students’ Edition of 
Indian Contract Act, Indian Sale 
of Goods Act and Indian Partner- 
ship Act, 3rd Edition (1937), at 
page 227: By the common law no 
consideration is required to give a 
man the authority of an agent, 
nor to make him liable to the 
principal for negligence in that 
which he has already ‘set about, 
for such liability, though it may 
be defined by the terms of a 
contract, is in the nature inde- 
pendent of contract; but a merely 
gratuitous employment or autho- 
rity does not bind the agent to do 
anything. 


In the commentary of 8.185 of 
the Indian Contract Act, 1872, it 
is written in Sanjiwa Row’s 
Indian Contract Act, 8rd Edition 
(1950) at page 753: Considera- 
tion—Agency is not a contract for 
which any express consideration 
on either side is necessary, 
because on the one hand the fact 
of employment and the credit 
thereby gained and on the other 
promise to act, are of themselves 
sufficient to constitute a good 
contract. The duties which an 
agent is bound to perform become 
obligatory upon him by virtue of 
his mere acceptance of the employ- 
ment. In Article 43 at page 75 of 
A Digest of the Law Agency by 
William Bowstead, Eleventh Edi- 
tion (1951) it is written: “Every 
agent who enters into an under- 
taking for valuable consideration 
is bound to perform the under- 
taking; but no agent is liable for 
the mere non-performance of that 
which he has undertaken to do 
gratuitously. From this it is 
obvious that agency can be created 
without consideration”. And 
Bowstead is regarded as an 
authority on the Law of Agency. 


Reference may also be made to 
principles of Mercantile Law by 
R. H. Pandia, 2nd Edition (1950) 
at page 96 and Handbook on 
Mercantile Law by E. Venkatesam, 
2nd Edition (1950) at page 132. 
Incidentally, Pollock and Mulla’s 
student Edition of the Indian 


Contract Act and Venkatesam’s — 


Handbook are books recommended 
by the Council. 


It is therefore not understood 
how the learned examiner holds 
that there is consideration in every 
contract of agency when it has 
been enacted in Sec. 185 of the 
Indian Contract Act 1872, that no 
consideration tis” necessary to 
create an agency. I beg to point 
out that the students did not get 
the idea “from some notes or from 
some lectures” as the learned 
examiner remarked, but they got 
the idea from the recommended 
books and also the same idea is 
contained in the standard books on 
the subject. 


As regards contract of bailment, 
the bailee without reward is not 
bound to accept the bailment, and 
even he had promised to do so 
there is no remedy against him, 
owing to the absence of considera- 
tion. The liability which a gra- 
tuitous bailee incurs in respect of 
the goods bailed seems to be 
independent of any contractual 
relation. It has been stated at 
page 140 of Pollock’s Principles of 
Contract, 13th Edition (1950) by 
Sir Percy H. Winfield: “The 
modern theory of the obligation 
incurred by a bailee who has no 
reward is that the bailor’s delivery 
of possession is the consideration 
for the bailee’s promise to keep 
and carry safely. The bailor parts 
with the present legal control of 
the goods; ahd this is so far a 
detriment to him, though it may 
be no benefit to the bailee, and 
the bailee’s taking the goods is for 
the bailor’s use and convenience.” 
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The real difficulty, however, is that 
in such cases, for the most part, 
the balior does not deliver posses- 
sion at the bailee’s request but 
requests the bailee to take it. One 
of the necessary elements is there- 
fore fictitious. 


The candidates for the First 
Examination cannot be expected 
to have read Pollock. It is stated 
at page 95 of Mercantile Law by 
M. J. Sethna (a book recommended 
by the Council) that: if the bail- 
ment is without consideration (a 
commodatum) it is the duty of the 
bailor to disclose all material 
defects in the goods bailed of 
which the bailor is aware. So if 
the candidates get the idea from 
this sentence that there may be 
contracts of bailments without 
consideration, they cannot be 
blamed. 


The remark of the examiner for 
paper (i) of Group II (Mercan- 
tile Law) that “There seems to 
be more book knowledge than 
otherwise” is too vague to be of 
any use to the candidates. The 
candidates for final C.A. Exami- 
nation are of course expected to 
have practical knowledge in 
accounting and auditing problems, 
because they get practical train- 
ing in those respects. But there 
ig no scope for them to acquire 
practical knowledge in the pro- 
blems of Mercantile Law. 


x * 


Shri 5. N. Gupta, B.Com, 
G.D.A.,, F.C.A., writes: “A 
meeting of the Chartered Accoun- 
tants of Agra was held on 7th 
October 1951 at 4 P.M. at the office 
M/s. S.N. Gupta & Co., Chartered 
Accountants, Mahatma Gandhi 
Road, Agra under the presidentship 
of Shri 5. N. Gupta, F.C.A,, 
which meeting was attended by 
Shri K. L. Agarwal, M. L. Dixit 
Esq., Shri D. P. Agarwal and 
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bound to take further shares, if! | 


Shri S. N, Gupta and wherein it 
was unanimously resolved that an 
association of Chartered Account- 
ants be and is hereby formed at 
Agra in which the members of 
the profession from nearing 
districts viz., Mathura, Aligarh, 
Gwalior be included to look after 
the interest of thé members and 
to promote mutual cordial rela- 
tions among the members of the 
profession.” 


pei Fo 
Shri R. P. Shah, Chartered 
Accountant, Bombay writes: 


Recently a member put up a query 
"whether a resolution at an extra- 
ordinary general meeting specify- 
ing that a director should deposit 
with the Company in cash Rs. 
2.000 in addition to holding the 
Qualification Shares is valid.” My 
view on this query is given below 
and I shall be obliged if you will 
publish it so that I may know 
whether any member differs from 
my view. 


The Companies Act does not 
lay down any share qualification 
for a director. In practice, how- 
ever the articles lay down some 
share qualifications. Even if 
articles lay down a share qualifica- 
tion the articles may be altered 
so as to allow directorship without 
any share qualification. If the 
articles do not lay down any share 
qualification the provision of table 
A will apply unless such provi- 


By Dr. Rustom C. Cooper, M.Com. Ph.D. 


The Dollar Problem Again. 


_For sometime, after the devalua- 
tion of the Rupee in terms of the 
Dollar, it seemed as if the dollar 
problem had been solved for India 
and the worse was over as far as 


gions arè excluded by the 
Company. Under regulation 70 
of the table A (which is not com- 
pulsory to be adopted) a person 
who is to be a director of the 
Company must be the holder of 
at least one share in the Company. 


Apart from the Share Qualifica- 
tion which is not imposed by the 
law but which may be, and usually 
is imposed by the articles (and 
in absence of the articles, by 


Table A unless excluded), no 
other positive qualification is 
required. The act however im- 


poses negative qualifications (or 
disqualifications) ; section 86 (1) a 
says that the office of a director 
shall be vacated if he fails to 
obtain within time specified under 
Section 85 (1) or at any time 
thereafter ceases to hold, the share 
qualification, if any, necessary for 
his appointment. ES 


A Special Resolution of the 
shareholders requiring the holding 
of a fixed deposit of Rs. 1,000 as 
an additional qualification for 
directorship has been.held by the 
Madras Court in Saraswath 
V. Pillai case as intra vires. It 
was further held that the act does 
not preclude a company from 
providing the qualification for 
directorship in addition to share 
qualification, 


In London, Birmingham and 
Manchester Insurance Co., it was 
held that a director would not be 


t 


STUDENTS’ ‘SECTION 


our Country’s foreign exchange 
difficulties were concerned. The 
guestion of currency revaluation 
has once again arisen in our midst 
and threatens to prove very con- 
troversial in the weeks to come. 


the company alters its articles and 
increase share qualification, Le., 
during the periog of his director- 
ship a director would not be bound 
to buy the further shares. 


Itt is held in Molineaux 17. 
London Insurance Co., that if a 
director’s qualification is increased 
after he has acquired his qualifi- 
cation shares, he does not vacate 
office, if he does not acquire such 
further shares, and if he acts 
without acquiring his qualification 
shares he can claim his agreed or 
prescribed remuneration as held in 
New Beeston Cycle Company. 

nm 


My confirmed opinion therefore 
is that the resolution at an extra- 
ordinary general meeting specify- 
ing that a director should deposit 
with the Company in cash Rs. 
2,000 in addition to his holding 
the qualification shares is valid but 
the existing director is not bound 
to pay the said deposit during the 
period of directorship. 


ox 
Note: (In this connection the 
editor draws the attention 
of the members to the 
summary of the decision 
of the Madras High Court 
in “S.V.S. Nidhi Ltd., 
Vellore v. Daivasigamani 
Mudaliar” which appeared 
in the ‘Legal Notes’ in the 
issue for January 1951.) 


i 


(Econ.), A.C.A. A.S.A.A. (Hons). 


The Finance Minister of India, 
Shri C. D. Deshmukh, has official- 
ly declared the policy of ‘the Gov- 
ernment to be against revaluation 
at this juncture unless some far- 
reaching occurrences were to take 
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place elsewhere in the world 


which may require reconsideration 
of the entire situation. 


As against this, Dr. John 
Matthai, the immediate past 
Finance Minister of Jndia, has 
taken a very different view. 
According to Dr. Matthai, India 
has two important commitments- 
one represented by her member- 
ship of the Sterling Area and the 
other of the International Mone- 
tary Fund. While suggesting 
that an increase in the exchange 
value of the rupee would be an 
effective remedy against inflation, 
Dr. Matthai has put yet another 
poser in front of the Country’s 
economists and the Government 
which needs to be seriously consi- 
dered. It is indeed a matter for 
consideration, when the adverse 
balance in hard currency pay- 
ments of the U.K. (the banker of 
the Sterling Area) is largely the 
result of the present rearmament 
drive, whether other countries of 
the Sterling Area, such as India 
which pursued a different foreign 
policy, could continue to be parti- 
cipant in the existing arrange- 
ment. This appears to be a direct 
answer to the refusal of the Gov- 
ernment of India to revalue the 
rupee chiefly on the ground that 
unilateral action on the part of 
India in such a matter was in- 
advisable. 


The policy of the Government 
of India, therefore, appears to be 
not to proceed in this matter alone 
but to wait for other countries 
especially Great Britain to give a 
lead. Let us now consider what 
are the prospects of revaluation 
as far as the pound Sterling is 
concerned, It has to be noted that 


Sri A. S. Krishnan, G.D.A., 
F.C.A., advises that he has 
joined’ Messrs. B. H. Patel & Co., 
Chartered Accountants, Hydera- 


Britain’s balancé of payments 
slumped from a surplus of 
179 million Sterling in the second 
half of 1950 to a deficit of 
122 million Sterling in the first 
half of 1951. As far as the entire 
Sterling Area is concerned there 
has been a sharp set back in its 
gold and dollar reserves. Accord- 
ing to a recent statement of 
Mr. Hugh  Gaitskell, British 
Chancellor of the Ex-chequer, as 
far as the Sterling Area was 
concerned there was a deficit 
of 6388 million dollars in the 
third-quarter of 1951. So far, 
this is the biggest deficit for any 
peace-time quarter, except only 
the crisis year 1947. The fall in 
the free market quotation for 
transferable Sterling is yet 
another testimony to the present 
precarious position of the Sterling 
Area. Further, in case of Great 
Britain, repayment of the Anglo- 
American Loan and the rearma- 
ment bill visualising an outlay of 
£4,700 million- would mean severe 
pressure upon her dollar earnings. 
Thus, it is difficult to believe that 
there is any possibility of a re- 
valuation of the pound Sterling 
in terms of the dollar. On the 
other hand, an increase of infla- 
tionery pressure at home may 
even cornpel Great Britain to 
further devalue the Sterling in 
the long run if present trend of 
events were to continue. 

Under the above circumstances, 
any revaluation of the rupee at 
this juncture will have to be prece- 
ded by a withdrawal of India 
from the Sterling Area. India’s 
contribution to the Dollar Pool of 
the Sterling Area stood at 85 
million dollars at the end of Decem- 
ber, 1950, that at the end of March, 

| 


PERSONAL NOTES 


bad and that his address will be 

as under :— 

‘A. S. Krishnan, G.D.A., F.C.A,, 
C/o Messrs. B. H. Patel -& Co., 
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1951 being 18 million dollars. 
During the second quarter of the 
year, a more or less even position 
has been maintained, there being 
neither withdrawal nor contribu- 
tion. There has been the recent 
British Proposal for a further cut 
in dolar imports by the Sterling 
area countries. The fall in the 
surplus is chiefly due to excess of 
imports by the U.K. and other 
members of the Sterling Area, the 
general rise in world prices and 
lesser American purchases in the 
world market of late. 


Even granting the need for 
India’s , withdrawal from the 
Sterling Area, the revaluation of 
the rupee may not be so easy, the 
other factors to be considered 
being our position vis-a-vis the 
Pakistan Rupee; food require- 
ments of the country during 
coming months; our ability to 
maintain surplus in the balance of 
payments position and the trend 
of general price level internally. 
At the moment, the important 
point which weighs in favour of 
revaluation of the rupee is perhaps 
the need for large food imports 
which could be conveniently made 
if revaluation is resorted to. It is 
really doubtful if the revaluation 
would provide any effective drop 
in internal prices which may not 
come down substantially until we 
are able to increase our producti- 
vity to any appreciate extent. 


We aught not to be over-anxious 
to encourage such innovations as 
revaluation in cases of doubtful 
improvement, for an old system 
must ever have two advantages 
over a new one; it is established 
and it is well understood. 


Chartered Accountants, 

Station Road, 

Nanded, Hyderabad {Deccan} 
N.S. Rly. 
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Sri Suraj Bhan Gupta, B.Gom., 
A.C.A. has shifted his office from 
Kanhiya Building, Johari Bazaar, 
Agra to Ghiya, Mandi, Mathura, 
U.P. 


m $ k 


Sri D. P. Agarwala, B.Com., 
A.C.A. writes that upto 3830-9-51 
he was practising under the name 
of “Dwarka Prasad Agarwala” 
but from Ist October, 1951, he is 
practising, under the name and 
style of “D. P. Agarwala & Co.”, 
Chartered. Accountants at Kana- 
hiya Buildings, Belanganj, Agra. 


* + + 


Sri Dhirajlal B. Shah, B.Com., 
A.C.A., advises that Sri Ramesh- 
chandra 'S. Shah, B.Com., ‘A.C.A. 
(Membership No. 2075) has jọin- 
ed him as a partner from 10th 
October, 1951 and that the name 
and address of the firm will be as 
follows ;— 


Messrs. Rameshchandra & Dhiraj- 
i lal, 


Chartered “Accountants, 
~.Ọpp. English Cinema, 
Panchkuva, Ahmedahad-l. 


This Bulletin is being issued on 
the basis that éxcept’ the summary 
of the proceedings of the..Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative as the re- 
solutions of the Council would be. 


Sri K. R. Ayyengar, G.D.A., 
¥F.C.A., has shifted his office to 
No. 9/92, Ratnasabapathi Muda- 


liar Road, R.S. Puram, Coim- 


batore. 


R a £ 


Sri R. Balasubramanian, B.A., 
A.C.A.. Chartered Accountant 
(Membership No. 1896) has join- 
ed the service of Messrs. Lovelock 
and Lewes, Chartered Accoun- 


tants,- Mercantile Bank Buildings, 


ist Line Beach, Madras-1 as an 


assistant with effect from 9th 


April, 1951. 


ba t t nm 


Sri S. K. Kapoor, M.A., A.C.A,, 
has shifted his office from Muir 
Road, Kanpur to The National 
Insurance eee The Mall, 
Kanpur. 


x + * 


Messrs. S. V. Ghatalia & Co., 
Chartered Accountants have shift- 
ed their office to “Dhun Building, 
2nd Floor, Naniabhoy Lane, Flora 
Fountain, Fort, Bombay” and 
their telephone number is “31800”. 


BUSINESS NOTICE 


Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 


‘tice as 
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Shri Kantilal Mohanlal Shah, 
B.Com., A.C:A., has already set 
up his practice- as. Chartered Ac- 
countant, under the name and 
style of Kantilal M. Shah;-480/1/1, 
Kalupur, Rice Bazaar, Ahmeda- 
bad. 


k “ x 
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Shri Kameshwar Jha, M.A., 
B.Com., A.C.A., has set up prac- 
Chartered Accountant 
under the name and style of 
Messrs. K. Jha & Co., Agrawal 
Hostel, Bhikhanpur, P.O. Bhagal- 
pur. 


z > * 


Shri K. Krishnamurthy, .M.A., 
A.C.A. writes that he has got a 
telephone Number 4925 in. his 
office at 34, Acharappan Street, 
G.T., Madras. 

. a 

Messrs. Salve & Co., Chartered 
Accountants have shifted their 
office from 2nd Floor, ‘Vali 
Manzil, Kamptee Road, Nagpur 
to Mount Road, Sadar Bazaar, 
Nagpur. 


ments, New Delhi, and all com- 
munications relating to matters 
to ‘be published in the Bulletin, 
such as correspondence, articles 
and personal .notes should 
be addressed to the Editor, Post: 
Box No. 1854, MADRAS—1. 
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EDITOR’S NOTES 


Members would have already 
learnt from the press notifica- 


tion issued by the Secretary of ° 


the Institute of the loss of answer 
‘books in the first -examination 
Group I paper (i) and Group II 
paper (i) in the recent night air 
mail crash near Calcutta. This 
has necessitated holding of re- 
examination in these two papers 
for the candidates of all the 
centres in the First Examination. 
Sufficient publicity has been given 
in the press to this and the fact 
that the examination will be held 
on the 27th December 1951 and 
also of the centres and the exact 
location of the examination hall. 


- Relevant notification is also pub- 


lished in this Bulletin, but by the 
time this Bulletin is in the hands 
of the members, probably the 
examination would have been over. 
Every attempt will be made to see 


that the result of the examina- 
tion is not very much delayed on 
account of this unfortunate 
mishap. 


= w * 


The attention of the members is 
invited to the registration scheme, 
princi;les governing allotment of 
numbers and licensing of imports 
and exports published in the 
Import Trade Control by the 
Ministry of Commerce and Indus- 
try, published in this Bulletin. 


* * * 


The amendments to the Bombay 
Public Trusts Rules 1951 pub- 
lished in the Bombay Government 
Gazette are also published in this 
issue of the Bulletin under 


separate heading “Notification by- 


` 
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the Bombay Government”. We 
are sure this information regard- 
ing the Public Trusts Act will be 
useful to many members. 


The ordinance promulgated by 
the President regarding the 
Employees’ Provident Funds on 
15th November 1951 is published 
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in this Bulletin under the heading 
“News and Notes’. The full 
ordinance is not published but 
only a summary. 


NOTIFICATIONS BY THE COUNCIL 


No. 8-CA (1882) /50, New 
Delhi, the 1st November 1951. 


With reference to this Insti- 
tute’s notification No. 12-CA 
(1)/51 dated 21st August, 1951, 
it is hereby notified that in exer- 
cise of the powers conferred by 
Regulation 18 of the Chartered 
Accountants Regulations, 1949, 
the Council of the Institute 
of Chartered Accountants of 
India is pleased to restore to 
the Register of Members, with 
effect from the 25th day of 
October, 1951, the name of Shri 
Prashanta Kumar Basu, C/o. 
Messrs. P. K. Ghosh & Co., Char- 


tered Accountants, 17, Mangoe 
Lane, Caleutta-1, (membership 
No. 1882). 
G. P. KAPADIA, 
President. 
* m * 


No. 87-CA (2) /50, New 
Delhi, the 8th November, 1951. 


Pursuant to Regulation 12 of 
the Chartered Accountants Regu- 
lations 1949, it is hereby notified 
that Dr. Subbarao Gnanobarao 
Mandre, Ram Mansion, Nowrojee 
Fardunji Road, Near Taj Mahal 
Hotel, Bombay (Membership No. 
507), having been found by the 
High Court of Judicature at 
Bombay to have been guilty of 
conduct which renders him unfit 


to be a Member of the Institute of 


. Chartered Accountants of India 


has, by an Order made by the 
High Court on the 10th day of 
October, 1951, been suspended 
from practice as a Chartered 
Accountant for a period of two 
years with effect from the date of 
the said Order and that the 
Council of the Institute has accord- 
ingly removed his name from the 
Register of Members for a period 
of two years with effect from the 
said 10th day of October, 1951. 


G. P. KAPADIA, 
President. 
* * * 


No. 8-CA (912) /50, New Delhi, 
the 9th November, 1951. 


With reference to this Insti- 
tute’s notification No. 12. CA 
(1)/51 dated the 21st August, 
1951, it is hereby notified that in 
exercise of the powers conferred 
by Regulation 13 of the Chartered 
Accountants Regulations, 1949, 
the Council of the Institute of 
Chartered Accountants of India 
is pleased to restore to the 
Register of Members, with effect 
from the 8rd day of November, 
1951, the name of Shri Ashutosh 
De, 58-F, Bechu Chatterjee Street, 
Caleutta (membership No. 912). 


G. P. KAPADIA, 
President. 


No. 7-CA (16) /51, New Delhi, 
the 29th November, 1951. 


In pursuance of Regulation 28 
of the Chartered Accountants 
Regulations, 1949, the Council of 
the Institute of Chartered 
Accountants of India is pleased to 
direct that a special examination 
in the paper (i) of Group I and 
paper (i) of Group II of the First 
Examination under the sgaid- 
Regulations be held on the 27th 
December, 1951, since the answer 
books relating to the above papers 
of the candidates who appeared in 
the First Examination held on 
15th and 16th November, 1951, in 
accordance with this Council’s 
Notification No, 7-CA(14)/51 
dated the 2nd August, 1951, have 
been said to have been lost in 
transit. The examination on the 
above two papers will be held at 
each of the following centres for 
the candidates who presented 
themselves in the said two papers 
in the examination held in Novem-.- 
ber, 1951:——-Bombay, Madras, 
Calcutta and Delhi. The said 
candidates should appear in the 
special examination to be held 
under this notification. 

S. VENKATARAMAN. 
Secretary. 


NOTIFICATIONS AND CIRCULARS BY THE GOVERNMENT OF INDIA 
AND THE CENTRAL BOARD OF REVENUE. 


Central Board of Revenue, 
New Delhi, the 21st August, 
1951. 


INCOME-TAX 


No. 84—In ‘pursuance of sub- 
section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 


of 1922), the Central Board of 
Revenue directs that the following 
further amendments shall be 


-m 4 
Moa gak 


wheter 
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made in the Schedule appended 
to its notification No. 32—Income- 
tax, dated the 9th November, 
1946, namely :— 


In the said Schedule under the 
sub-head ‘I—Madras and Mysore’ 
for the existing Ranges and 
Income-tax Circles, the following 
Ranges and Income-tax Circles 
shall be substituted, namely :— 


Vijayawada Range 


1. Vizianagaram. 

2. Vizagapatam. 

3. Coconada. 

4. Rajahmundry. 

5. .Ellore. 

6. Masulipatam. 

7. Vijayawada. 

8. Guntur. 

9. Tenali. 

10. Bapatla. 

11.. Kurnool. 

12. Special Survey Circle No. 1, 
Vijayawada. 


Madras ‘A’ Range 


1. Madras City Circle I. 
2. Madras City Circle IV. 
3. Madras Salaries Circle. 
4. Madras (Special) Central. 
5. Vellore. 

6. Salem. 

7. Bangalore (Urban). 

8. Bangalore (Rural). 

9. Salary Circle, Bangalore. 
10. Tumkur. 

11. Devangere. 

12. Hassan. 

13. Mysore. 

14. Shimoga. 

15. Kolar. 


Madras ‘B’ Range 


. Madras Special Circle. 
. special Survey Circle No. II, 
Madras. 


1. Madras City Circle III. 
2. Madras Hindi Circle. 

3. Madras (Special North). 
4. Cuddapah. 

5. Anantapur. 

6. Bellary. 

7. Erode. 
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Madras ‘C’ Range 

. Kancheepuram. 

. Cuddalore. 
Nagapattinam. 

Tanjore. 

Nellore. 

Chittoor. 

Madras (Special) South. 
Madras (Special) East. 
. Madras City Circle II. 


ODON DRNA WYN pmi 


Tiruchirapalli Range 


1. Tiruchirapalli. 
2. Karaikudi. 


Madura Range 


. Madura. 

Madura (Special) Circle. 
Virudhunagar. 
Tirunelveli. 
Tuticorin. 

. Dindigul. 

. Special Survey 
III, Madurai. 


~ ÅN A bh whe 


Circle No. 


Coimbatore Range 


Coimbatore. 

Coimbatore (Special) Circle. 
Ootacamund. 

Palghat. 

. Calicut. 

Mangalore. 

Coorg. 

Special Survey Circle 
IV, Coimbatore. 


S. P. LAHIRI, 
Secretary, 
Central Board of Revenue. 


or Ia a PR © NWR 


No. 


* w * 


Central Board of Revenue, New 

Delhi, the 6th September, 1951. 

Circular No, 57—(LVIII-8) of 
1951.. 


Subject : Salary and Allowances 
—Rent Free Furnished 
and - unfurnished resi- 
dences—iValue of, to 
be included in Assess- 


ment as perquisites. 


It has so long been the practice 
of the Department to estimate the 


i 
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value of rent-free .rcsidence (per- 
quisite), provided by an employer 
to his employee, at a figure not 
exceeding ten percent of the 
employee’s salary, irrespective of 
whether the residence was 
furnished or unfurnished, The 
Board, however, consider it un- 
reasonable that no distinction 
should be made between furnished 
and unfurnished residences and 
it has, therefore been decided that 
the value of rent-free residence 
provided by an employer should 
be taken :— 


(i) in the case of an unfur- 
nished residence, at 10% of the 
employee’s salary, and 


(ii) in the case of a furnished 
residence, at 1214% of the salary, 
subject always to the right of the 
employee to claim the adoption of 
the actual rental value of the 
perquisite should it be less than 
the above percentages. For this 
purpose the term ‘salary’ shall be 
taken to indlude:— 


(a) Pay and Pensions 


(b) Payments and fees, if 
such payment or fees are 
received in the shape of 
a fixed addition to the 
monthly .pay and allow- 
ances as part of the 
authorised remuneration 
of a post, 


(c) Compensatory allowances, 
other than travelling 
allowance and dearness 
allowance, and 


(d) 


Exchange compensation 
allowance. 


This change should be brought 
into effect from the financial year 
1952-53, i.e., in respect of salaries 
and perquisites due after 31st 
March, 1952. 


S5. P. LAHIRI, 


Secretary, 7 
Central Board of Revenue, 
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Central Board of Revenue, New 
Delhi, the 18th September, 1951. 
Circular No. 69 (XIX-1) of 1951. 


Subject: Depreciation—Machi- 
nery and moulds 
used in plastic manu- 
facture—Rates of 
depreciation allow- 


ance applicable. 


Attention is invited to Board’s 
Notification No. 89—Income-tax 
dated the 6th September, 1951 
stipulating that the rates of 
depreciation in respect of Rubber 
Goods Factories shall also apply to 
Plastic Goods Factories. The 
Board have decided that the new 
rates of depreciation allowance 
should apply to all assessments of 
Plastic Goods Factories for the 
year 1951-52 (but not for any 
earlier year) and that even where 
an assessment for 1951-52 was 
completed prior to the issue of the 
Notification, effect to the new 
rates should be given by rectifying 
the assessment under Section 35 
of the Indian Income-tax Act, 
1922. 


S. P. LAHIRI, 
Secretary, 


Central Board of Revenue. 
* * Kr 


Central Board of Revenue, 
New Delhi, the 29th September, 
1951. 


No. 107—In pursuance of sub- 
section (4) of section 5 of the 
Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of 
Revenue directs that the following’ 
further amendment shall be made 
in the Schedule appended to its 
notification No. 382—Income-tax 
dated the 9th November, 1946, 
namely :—~ 


In the Schedule appended to 
the said Notification, under the 
sub-head ‘VIJ—Delhi, Ajmer, 
Rajasthan and Madhya Bharat’. 


For the existing entries the 
following entries shall be substi- 
tuted, namely :— 


Delhi ‘A’ 
1. All Contractors Circles, K 
Delhi. 
2. All Business Circles, New 
Delhi. 
3. All Salaries Circles, Delhi. 
Delhi ‘B’ 
1. All A, B, C, D and E Wards, 
Delhi. 
2. Delhi and Central Circle, 
Delhi. 
Delhi ‘C’ 
1. All Companies Circles, New 
Delhi, 
2. All ‘G’ Wards, Delhi. 
3. All ‘H’ Wards, Delhi. 
4. Ajmer. 
5. Beawar. 
6. All Wards at Jaipur. 
7. All Wards at Jodhpur. 
8. Kotah. 
9. Bharatpur. 
10. All Wards at Udaipur. 
11. All Wards at Bikaner. 
12. All Wards at Gwalior. 
18. All Wards at Ujjain. 
14. All Wards at Indore. 
15. Ratlam. 
16. All Special Survey Circles, 
Delhi.’, 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


a * * 


Central Board of Revenue, 
New Delhi, the 3rd October, 
1951 


No. 108—In exercise of the 
powers conferred by sub-section 
(1) of Section 59 of the Indian 
Income-tax Act, 1922 (XI of 
1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 
in the Indian Income-tax Rules, 


December, 1951. 


1922, the same having been pre- 
viously published as required by 
sub-section (4) of the said 
Section, namely :— 


After Rule 12B of the said 
Rules, the following rule shall be 
inserted, namely :— 


‘12C. An application for a 
certificate under the proviso to 
sub-section (8) of Section 18 of 
the Act shall be made in _ the 
following form :— 


APPLICATION FOR A CERTIFICATE 
UNDER THE PROVISO TO SECTION 
18 (8) OF THE INDIAN INCOME-TAX 


ACT. 1922 
To 
The Income-tax Officer, 
ee ere re re rere Circle, 
ee er ee (Address) 
sir, 
| rere EET OL Sekar do 


hereby declare that my total 
income/total world income, com- 
puted in accordance with the 
Erovisions of the Indian Income- 
tax Act, 1922 (XI of 1922), 
during the year ending on the 
3ist day of March.............. 
was less than an the minimum 
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I therefore pray that a certifi- 
cate may be issued to the person 
responsible for paying the interest 
on securities, particulars of which 
are given in the schedule hereto 

not to deduct income-tax 

to deduct income-tax at 
fate Of c5b wees pies 
in the rupee 


at the time of payment of such 
interest, 


Signature... ...cceees os 
AGATOSS:: 4644 sé eek os Uo 


December, 1951. 


I hereby declare that I am 
resident and ordinarily resident 
resident but not ordinarily resident 
non-resident #8 © 


in the taxable territories and that 
what is stated in this application 
is correct. 

Date 


Signature.............. 
Address 


SCHEDULE 
(i) Description of securities. 
Numbers of securities. 
Dates of securities, 
Amounts of securities. 


(v) Dates on which 
amounts are payable. 


the 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


* al F 


Central Board of Revenue, 
New Delhi, the 11th October, 
1961. 


No. 111—In exercise of the 
powers conferred by sub-section 
{1) of Section 59 of the Indian 
Income-tax Act, 1922 (XI of 
1922), the Central Board of 
Revenue directs that the following 
further amendment shall be made 
in the Indian Income-tax Rules, 
1922, the same having been pre- 
viously published as required by 
sub-section (4) of the said 
section, namely :— 


In rule 18A of the said Rules for 
the words, brackets and figures 
‘sub-section (1) of section 22’, 
the words and figures ‘rule 18’ 
shall be substituted, 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue, 


Central Board of Revenue, 
New Delhi, the 12th October, 
1951. 


No. 112—In exercise of the 
powers conferred by sub-section 
(1) of Section 59 of the Indian 
Income-tax: Act, 1922 (XI of 
1922), the Central Board of 
Revenue directs that the folowing 
further amendment shall be made 
in the Indian Income-tax (Pro- 
vident Fund Relief) (Central 
Board of Revenue) Rules, 1930, 
the same having been published as 
required by sub-section (4) of the 
said Section, namely :— 

In rule 7 of the said- Rules, for 
the letters and figures ‘Rs. 1,500’ 
the letters and figures ‘Rs. 3,000’ 
shall be substituted. 


S. P. LAHIRI, 
Secretary, 
Central Board of Revenue. 


x * : 4 


Central Board of Revenue, 
New Delhi, the 27th October, 
1951, 


S.R.O. 1677.—Corrigendum.— 
In the Central Board of Revenue 
notification No. 7%5—-Income-tax, 
dated the 8th August, 1951, sub- 
pafa (d) shall be deleted. 


S. P. LAHIRI, 
Secy. 


t + * 


Central Board of Revenue, 
New Delhi, the 27th October, 
1951 


Circular No. 64-(XI-2) of 1951. 


Subject: Allowance in assessing 
income—Profit sharing 
schemes adopted by 
employers — Payments 
made under the 
scheme—-Treatment of 
—for income-tax 


purposes. 


It has been brought to the 
notice of the Board that with a 
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view to improving relations with 
their employees and enlisting 
their increased interest and co- 
operation, certain employers have 
introduced a scheme of profit 
sharing with their employees. 
While details may vary in each 
case, the fundamental principle 
underlying such schemes is that 
a percentage of the profits made 
by the employer is distributed 
among the employees in addition 
to or in lieu of their wages. A 
question has, therefore, arisen as 
to how the payments made under 
such a scheme are to be treated in 
the income-tax assessments of 
the employer. l 


2. The Board’s view is that 
where the payments made under 
a profit sharing scheme are bona 
fide and not merely a device to 
reduce tax liability and the sums 
have actually been paid to the 
employees, the amounts may be 
treated to have been expended 
wholly and exclusively for the 
rurposes of the  employer’s 
business. It is not possible to 
lay down any tests which may be 
applied to each case. The admis- 
sibility of the deduction will 
depend on the facts of each case 
and at the time of making the 
assessment the Income-tax Officer 
should satisfy himself that the 
payments satisfy the conditions 
stated above. 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


* aE * 
Ministry of Finance (Revenue 
Division) New Delhi, the 9th 


November, 1951 


No. 119.—The Central Govern- 
ment hereby directs that the 
following further amendment 
shall be made in the list appended 
to the notification of the Govern- 


Page Six 


ment of India in the Finance 
Department (Revenue Division) 
No. 84—Income-tax, dated the 
28rd November 1946, namely :—- 

In the said list under the sub- 
head- ‘Scientific and Industrial 
Research Associations’ after entry 
No. 12-A, the following entry 
shall be inserted, namely :— 


~~ 


—- 
æ 


12-B South India Textile 

Research Association, Coimbatore.’ 
. S. P. LAHIRI, 

Dy. Secy. to the Govt. of India. 


* * * 
Ministry of Finance (Revenue 
Division) New Delhi, the 16th 


November, 1951 


No. 120.—In exercise of the 
powers conferred by Section 50A 
of the Indian Income-tax Act, 
1922 (XI of 1922), the Central 
Government hereby directs that 
the following amendment shall be 
made in the Part ‘B’ States (Tax- 
ation Concession) Order, 19650, 
namely :— 


After clause (iii) of paragraph 
10 of the said Order, the folowing 
clause shall be added, namely :— 


‘(iv) the profits of any Co- 
operative Society registered under 
any Act in force in a Part ‘B’ 
State, or dividends or other pay- 
ments received by members of 
any such society out of such 
profits, 


For this purpose, the profits of 
a Co-operative Society shal! not be 
deemed to include any income, 
profits or gains from 


(1) investments in (a) securi- 
ties of the nature referred 
to in section 8 of the Indian 
Income-tax Act, or (b) pro- 
perty of the nature referred 
to in section 9 of that Act, 


(2) dividends, or 


(8) the other sources referred 
to in section 12 of the 
Indian Income-tax Act.’ 


S. P. LAHIRI, 
Dy. Secy. to the Govt. of India. 


* x * 


Central Board of Revenue, 
New Delhi, the 16th November 


1951 
No. 121—In pursuance of the 
‘proviso to sub-section (1) of 


section 17 of the Indian Income- 
tax Act, 1922 (XI of 1922), the 
Central Board of Revenue hereby 
makes the following amendment 
in its Notification No. 40 dated 
the 10th May, 1951, namely :— 


For the figures and words ‘31st 
day of October 1951’ the figures 
and words ‘3ist day of December 
1961’ shall be substituted. 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


* m x 


Central Board of Revenue, 
New Delhi, the 22nd November, 
1951 d 


From 
The Secretary, 
Central Board of Revenue, 


To 


All Commissioners of Income- 
tax. 


Subject: Double taxation——Avoid- 
ance of—Measures to 
be adopted pending 
conclusion of an agree- 
ment with the United 
Kingdom. 


Attention is invited to Board’s 
letter C.No. 25 (1)-IT/49 dated 
the 16th July, 1951, in which the 
Commissioners were asked to hold 
in abeyance upto the 31st October, 


December, 1951. 


1951, the recovery, in certain 
cases, of so much of the tax for 
1949-50, 1950-51 and 1951-52 
assessments as pertained to the 
income accruing or arising outside 
India. The Board have now 
decided to extend the date upto 
3ist January, 1952. 


S. P. LAHIRI, 


Secretary, 
Central Board of Revenue. 


* * * 


Banking. 


Ministry of Finance (Depart- 

ment of Economic Affairs) , 

New Delhi, the 12th October, 
1951 


S.R.O. 1609.—In exercise of the 
towers conferred by section 53 of 
the Banking Companies Act, 
1949 (X of 1949), the Central 
Government on the recommenda- 
tion of the Reserve Bank of India, 
hereby declares that the provi- 
sions of sections 18 and 24 of the 
said Act, shall not apply to the 
Simla Banking and Industrial Co. 
Ltd., Simla. 


S, K. SEN, 
Dy. Secy. 


* * * 


Ministry of Finance (Depart- 

ment of Economic Affairs) 

New Delhi, the 28rd October, 
1951 


S.R.O. 1689.—In exercise of the 
Lowers conferred by sub-section 1 
of the Reserve Bank of India 
(Amendment) Act, 1951 (XXXII 
of 1951), the Central Government 
hereby appoints the ist day of 
November, 1951 as the date on 
which the said Act shall come 
into force. 


S. K. SEN, 
Dy. Secy. 


December, 1951. 
Miscellaneous 


The Industrial Disputes 
(Central) Rules, 1947 


After Rule 5, the following rule 
has been inserted by Notification 
S.R.O. 1702 dated 3rd November, 
1951. 


“BA. Qualifications of Members 
of Industrial Tribunals——Where 
an Industrial Tribunal consists of 
two or more members every such 
member (other than the Chair- 
man) shall be a person who— 


(1) is qualified for appoint- 
ment as the Chairman of the 
Tribunal under sub-section (8) of 
section 7 of the said Act; or 


(2) is a Chartered Accountant 
within the meaning of the 
Chartered Accountants Act, 1949 
(XXXVIII of 1949); or 


(3) has been a presiding officer 
for not Jess than three years of 
any court or tribunal set up 
under any law providing for the 
settlement or adjudication of 
industrial disputes; or 


(4) in the opinion of the 
Central Government 

(a) has had experience of 

problems relating to 


labour or industry for 
not less than five years; 
or 


(b) has special knowledge of 
economics, finance, bank- 


ing or insurance. 


Se” 


* + + 


Ministry of Commerce and 
Industry, New Delhi, the 24th 
October, 1951 


Import Trade Control 


Subject :—Registration Scheme— 


Principles governing 
allotment of Numbers 
—Licensing of Im- 


ports and Exports. 


No. 176-ITC (P.N.)/51.—The 
following decisions taken by the 
Government of India in connec- 
tion with the production of 
Income-tax Verification Certif- 
cates and the allotment of Regis- 
tration Numbers and the pro- 
cedure to be adopted for applying 
for a specific exemption from the 
troduction of such certificates are 


hereby published for general 
information. 
2. The allotment of both 


Income-tax Verification Registra- 
tion Numbers and Exemption 
Numbers will only be done by the 
following authorities whose juris- 
diction is shown in Annexure 
TH :-— 


1. The Joint Chief Controller 
of Imports and Exports, 4, 
Esplanade East, Calcutta. 


2. The Joint Chief Controller 
of Imports and Exports, 
Gulam Mohd. Building, 
Ballard Estate, Nicol Road, 
Bombay. 


3. The 
troller 


Deputy Chief Con- 
of Imports and 


Extorts, Custom House, 
Madras. 
4. The Export Trade Con- 


troller, Amritsar. 


8. Applicants who pay income- 
tax or who claim exemption 
therefrom should fill in the form 
appended to this Public Notice 
(Annexure I) and present it to 


the proper income-tax authority . 


(specified below) who will then 
verify the particulars from their 
record, subscribe the necessary 


verification certificates on all the . 


copies required and return them 
so as to enable the applicant to 
forward the same to one of the 
Officers referred to in the preced- 
ing paragraph. It is not necessary 
to obtain a separate number from 
each licensing authority, as for 
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instance, a registration number 
allotted by the Joint Chief Con- 
troller of Imports and Exports, 
Calcutta, will be held valid by the 
Joint Chief Controller of Imports 
and Exports, Bombay, and vice 
versa. . 


4. The proper Income-tax 
authorities for the purpose of this 
Public Notice will be the Income- 
tax Officers of the Circle, Ward or 
district where the applicant is 
assessed or assessable to income- 
tax. The certificates may also be 
issued in Bombay and Calcutta by 
the headquarters Assistant Com- 
missioners of Income-tax and in 
Madras and Delhi by the Inspect- 
ing Assistant Commissioner of 
Income-tax. 


5. The Registration Number 
allotted against a complete income- 
tax verification certificate will be 
valid for the half-yearly licensing 
period in which the certificate is 
issued and for the next two half- 
yearly licensing periods. For 
instance, on an  Income-tax 
Officer’s certificate issued during 
March, 1951, a § Registration 
Number allotted would ordinarily 
be valid for the January-June 1951 
period as well as for the next two 
periods ending June 1952. For 
this purpose a distinctive mark on 
the Registration Number issued 
shows the month and year when 
its validity expires. It would be 
in the interests of the applicants 
if the Income-tax Verification 
Certificates are duly submitted by 
them each year as a matter of 
routine. 


6. Such Government or Semi- 
Government Institutions as are 
not liable to pay Income-tax need 
not apply for either the registra- 
tion or exemption number and 
may submit applications for 
licences without quoting either 
number., 
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7. The following classes of 
applicants will have to apply for 
exemption numbers in the pres- 
cribed form (Annexure I) to the 
proper authority as prescribed in 
Annexure JII under this Public 
Notice :— 


(i) Individuals or concerns 


who have not paid 
income-tax during any 
of the previous five 


years and hence claim- 
ing to be exempt from 
the income-tax, 
(ii) Types of persons who 
are not lable to income- 
tax under Section 4(3) 
of the Indian Income- 
tax Act. 
(tii) New concerns claiming 
exemption numbers. 


8. Those falling under clauses 
(i) and (ii) of para. 7 above, will 
be required to declare on a stamp- 
ed affidavit in the form given in 
Annexure II before a magistrate 
or an Oath Commissioner the fact 
that they have paid no Income-tax 
during the last five years quoting 
the reason therefore, or that they 
are exempt under Section 4(3) of 
the Indian Income-tax Act, as the 
case may be, and present such 
affidavits along with their request 
in the application from (Annex- 
ure I) to the Income-tax Officer 
of the area concerned. The 
Income-tax Officer will thereafter 
grant a certificate as in the pre- 
scribed form, after satisfying him- 


self of the correctness of the facts . 


stated in the affidavit. The 
deponent will thereupon present 
the revised form with the Income- 
tax Officer's endorsement thereon 
to the trade control authorities 
mentioned in paragraph 2 above 
for necessary action, 


9. As regards those falling 
unden clause (iii) of paragraph 7 
above, their applications for 


Exemption Number should be 
accompanied by the following 
documents in the categories as 


shown below :— 


(i) Private Limited Com- 
pantes.—-Income-tax Verification 
Certificates Affidavits of all the 
shareholders holding more than 
10% (ten percent) of the ordi- 
nary share capital, or Rs. 10,000 
whichever is less, about their 
income from’ all sources for the 
last five years. Income-tax 
Verification Certificates /affidavits 
of every shareholder holding less 
than 10% of ordinary share 
capital provided none of the share- 
holders holds 10% of the ordinary 
share capital or more than Rs. 
10,000. 


(ii) Public Limited Com- 
panies.—Incorporation Certificate 
and Certificate to prove that this 
is a Public Limited Company. 


(iii) Partnership Fuirm.—In- 
come-tax Verification Certificates 
or Affidavits of all partners about 
their income from all sources for 
the last five years. 


(iv) Proprietary Concerns.— 
Income-tax Verification Certifi- 
cates or Affidavits of the proprie- 
tor about his income from all 
sources for the last five years. 


10. In the case of all those 
falling under clauses (i) (ii) and 
(iii) of the paragraph 7 above, 


the authorities mentioned in para- 


graph 2 will on the production of 
the revised form (Annexure ‘I’) 
duly completed, allot an Exemp- 
tion Number. 


11. Residents in Jammu and 
Kashmir, and in Chandernagore 
who already do not hold valid 
numbers and who wish to obtain 
such numbers for the first time 
should write directly to the Export 
Trade Controller, Amritsar (in 
case of Jammu and Kashmir) or 
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the Joint Chief Controller of 
Imports and Exports, 4, Espla- 
nade East, Caleutta (in case of 
Chandernagore), in that behalf 
stating that they have had no 
assessable income in the Indian 
Union outside those areas. This 
undertaking should be furnished 
(as an affidavit) on a two rupees 


stamp taper. They need not fill 
in any Income-tax Verification 
Certificate as no  Income-tax 


Officer functions in these areas. 


12. In the case of displaced 
persons who have been forced to 
migrate to India from Pakistan 
and have not completed one 
calendar year of their residence in 
the Union territory, it would not 
be necessary to produce the usual 
affidavit on a stamped’ paper to 
the Income-tax Officers for getting 
an Exemption Number at a subse- 
quent stage. Such persons will 
instead produce the Refugee 
Registration Card or the Camp 
Commandant Certificate before the 
Income-tax Officer along with 
their application. The Income-tax 
Officer will dispense with the pro- 
duction of the Affidavit and after 
entering such applications in his 
register, will issue a certificate in 
the usual form incorporating 
these facts. On presentation of 
such a completed document, the 
authority concerned would allot 
an exemption number. 


13. The period of validity of 
Exemption Numbers granted will 
be calculated on the same prin- 
ciples as are laid down in respect 


of Income-tax Registration 
Numbers, 
14. In the case of Co-operative 


Societies an Income-tax Verifica- 
tion Certificate Registration or 
Exemption Number’ will þe 
required to be furnished, but for 
this purpose, the society will be 
treated as one unit and it will not 
be necessary for its members to 
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obtain a separate number indivi- 
dually. A Number allotted to the 
Society will not be held valid for 
any application for import/export 
licences submitted by any of its 
members. Applications by the 
Society should be furnished in the 
form and manner prescribed for 
applicants who wish to obtain 
Registration or Exemption 
Numbers. 


15. All applicants for import 
and export licences should get the 
Registration Numbers (which in- 
clude Exemption Numbers also) 
and quote them in the relevant 
column of their applications for 
import and export licences except 
as hereinafter provided in the 
following paragraphs. 


16. On the export side the 
necessity of quoting an Exemption 
or a Registration Number is dis- 
pensed with in the following 
cases :— 


(i) Personal Belongings. 

(ii) Post-Parcel Gifts. 

(iii) Charitable Institutions. 

(iv) Shipments of exhibits 
to trade fairs and exhi- 
bitions in which Indian 
producers may be parti- 
cipating. 

(v) Shipments of Handloom 
Cloth. 

(vi) Non-commercial exports 
of small values like ex- 
posed educational films 
etc. 





ANNEXURE I 
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17. On the import side the pro- 
duction of such Numbers has been 
dispensed with in the following 
cases i 


(i) Import of personal 
belongings of small 
value, 

(ii) Unsolicited gifts of small 
values where no ex- 
change remittance is 
involved, and 


(iii) Goods required for 
actual use in educational 
or charitable institu- 
tions which are exempt- 
ed from payment of 
income-tax. 


Form of Certificate of Income-Tax Assessment to be produced by an Applicant for Import and Export 


licence. 


1. (a) Trade name and address of the Assessee 
(in case of Registration Nos.) /the Appli- 
cant (in case of Exemption Nos.). 


(b) Names of branches if any of 1(a) with 


their addresses. 


Name and address of the person making this 
application and the interest he has in 1 above. 


Year in which the business was established. 


Whether the applicant is assessed to Income- 
tax asi— 
(i) Individual. 
(ii) Hindu Undivided Family. 
(iii) Company. 
(iv) Firm, or 
(v) Association of Persons. 


The Income-tax Circle/Ward/District in which 
the applicant is assessed to Income-tax. 


“Line or Lines” in which the applicant is doing 
business (by major Heads). 


Reference No. (or G.J.R, No.) of the assess- 
ment. 


> 
lht 
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8. (a) Where maximum Incomié-tax paid during 
any one of the past five years was:— 
(a) Upto Rs. 100. 
(b) From Rs. 101 to Ra. 249. 
(c) From Rs. 250 to Rs. 499. 
(d) From Rs. 500 to Rs. 999. 
(e) From Rs. 1,000 to Rs. 4,999, 
(f) Frem Rs. 5,000 to Rs. 9,999. 
(g) From Rs. 10,000 and above. 
NOTE.—The above entries may be completed also-in 
the case of firms registered under Income-tax 


Act with reference to the tax payable by the 
firm, if assessed as an Un-Regd. Firm. 


(b) In case no final assessment has been made it 
should be stated whether tax paid in advance 
(or payable) on the basis of return filed under 
Section 22 (1) or (2) or 23(b) 18-A(3) of 
the Income-tax Act was :— 

(a) Upto Rs, 100. 

(b) From Rs. 101 to Rs, 249. 

(c) From Rs. 250 to Rs, 499. 
(d) From Rs. 500 to Rs. 999, 

(e) From Rs. 1,000 to Rs. 4,999. 
(£) From Rs, 5,000 to Rs. 9,999. 
(g) From Rs. 10,000 and above. 


9. Please attach a list of:— 

(a) Partners with their addresses if the 
concern is a firm. 

(b) Persons with their addresses if the concern 
is an association. 

(c) Adult male members if it is a family 
concern. 

(d) Shareholders with addresses holding 10% . 
or more than the ordinary share capital 
of the company or Rs. 10,000 whichever 
is less. 

(e) Affidavit of every shareholder holding less 
than 10% of ordinary share capital pro- 
vided none of the shareholders holds 10% 
of the ordinary share capital or more than 
Rs. 10,000. 


10. I declare that the above-mentioned information 
is correct and complete to the DER: of my infor- 


mation and belief. 


Date. -~ Signature of the Applicant or his Authorised Agent. 


December, 1951. 


(To be filled in by the Income-taz 
Officer) - 


*1. In my opinion the appli- 
cant mentioned above has been 
doing everything possible to pay 
the tax demands promptly and 
regularly and to facilitate the 
completion of the pending or out- 
standing proceedings. 


*2. This is a new case. 


The Partners/The Shareholders, 
Messrs............ are regular 


* Delete the item not applicable. 
1 Applicable only to those displaced 
application. 


Affidavits necessary to be pro- 
duced by classes of applicant 
falling under clauses (i), (ii) and 
(iii) of paragraph 7 above should 
contain tnter-alia the following 
declaration signed by the Proprie- 
tor/the partners of the firm, 
member of H.U.F. or Association 
or Shareholders in the case of 
Private Limited Company apply- 
ing for the allotment of Exemption 
Numbers. 


Areds where applicants may be residing or where 
their Income-tax Officers granting the Income-tax 


tax payers and I have no objection 
to an Exemption Number’ being 
allowed to this case (Firm/Ltd. 
Co.) for a period of one year from 
this date. The name and address 
of this case have been entered in 
our registers. 


* 3. This is à new caésé, 


The Partners/The Shareholde#s, 
Messrs.. «have filed the 
(prescribed) affidavits, the facts 
stated therein have- been verified, 
as correct. 


b i shad 


ANNEXURE II 


“I/We, proprietor/partner/ 
shareholders/members of family 
or Association of Messrs........ 
hereby solemnly declare that I/We 
have no place of Income outside 
the state and that my/our income 
from all sources during the past 
five years has been below the tax- 
able limit or my/our main source 
of income during the past five 
years has been from agriculture 
which is exempted from payment 
of Income-tax under Section 4 (3) 


ANNEXURE III 


Verification Certificates are stationed. 


1. East Punjab, P.E.P.S:.U., Himachal Pradesh, 


Delhi, Rajasthan, Jammu and Kashmir and Ajmer. 


2. Uttar Pradesh, Assam, Bihar, Orissa, West 
Bengal, Cooch Bihar, Manipur, Tripura, Chander- 


nagore, Vindhya-Pradesh, Andaman and Nicobar 


Islands. 

8. Madras, Mysore, 
Coorg. 

4. Bombay, Saurashtra, 


Hyderabad. 


Travancore-Cochin and 


Madhya 
Madhya Bharat, Kutch, Bilaspur, 
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+i. + Refugee Registration 
Card or Camp Commandant’s 
Certificate which have been exa- 
mined and duly endorsed by me. 
The name and address of this case 
(Firm/Ltd. Co.) have been 
entered in our registers. 


Date. 


Signature of the Licohlestad 


Officer, 


Cirele/District/Ward. 


individuals or firm who Rave enterdd India within one year from thé date cf this 
~ $. 


of the Indian Income-tax Act, 
1922. I/We have had no income 
from any other source liable to be 
taxed under the said Act.” 


Co-operative Societies register- 
ed under Act II of Co-operative 
Societies of 1912 should declare 
that their’s is a non-profit making 
body exempted from payment of 
Income-tax under F.D. {C.R.) 
Notification R. Dis. No. 291-IT/25, 
dated the 25th August 1925, as 
amended from time to time. 


Authority to whom applications for allotment of 
numbers should be made. 


Export Trade Controller, Amritsar. 


Joint Chief Controller of Imports and Exports, 
4, Esplanade East, Calcutta. 


Deputy Chief Controller of Imports and Exports, 


Custom House, Madras. 


Pradesh, 
Bhopal and 
Road, Bombay. 


Joint Chief Controller of Imports and Exports, 
Gulam Mohamed Building,, Ballard Estate, Nicol 
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NOTIFICATION BY THE BOMBAY GOVERNMENT : ae 
LEGAL DEPARTMENT. ‘BOMBAY CASTLE, 1ST MOV ENDE 1951, 


No. 17235.—In exercise of the 
powers conferred by section 84 of 
the Bombay Public Trusts Act, 
1950 (Bom. XXIX of 1950;, the 
Government of Bombay is pleased 
to amend the Bombay Public 
Trusts Rules, 1951, as follows, 
namely :— 


In the said Rules— 
1. Rule 12 shall be deleted; 


2. in sub-rule (1) of rule 17— 


(a) the word “and” at the 
end of clause (i) shall be 
deleted; and 


(b) after clause (ii) the 
following shall be insert- 
ed, namely :— - 

“and 


(iii) the preparation of the 
statement of income 
chargeable to contri- 
bution in the form of 
Schedule IXC hereto”; 


3. for rule 19 the following 
new rule shall be substituted, 
namely :— 

“19. Manner of audit.—(1) 
The report of an auditor relat- 
ing to accounts audited under 
sub-section (2) of section 33, 
shall, in addition to the require- 
ments of sub-section (2) of sec- 
tion 34, contain the vee 
particulars :— 


(a) whether accounts are 
maintained regularly and in 
accordance with the provi- 
sions of the Act and the rules; 


(b) whether receipts and 
disbursements are properly 
and correctly shown in the 
accounts ; 


(c) whether the cash 
-balance and vouchers in the 
custody of the manager or 
trustee on the date of the 
audit were in agreement with 
the accounts; 
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(d) whether all books, 
deeds, accounts, vouchers or 
other documents or records 
required by the auditor were 
produced before him; 


(e) whether an inventory, 
certified by the trustee, of the 
movables of the public trust 
has been maintained; 


(f) whether the manager 
or trustee or any other person 
required by the auditor to 
appear before him did so and 
furnished the necessary in- 
formation required by him; 


(g) whether any property 
or funds of the trust were 
applied for any object or pur- 
pose other than the objec: or 
purpose of the trust; 


(h) the amounts of out- 
standings for moce than one 
year and the amounts written 
off, if any; 


(i) whether tenders were 
invited for repairs or con- 
struction involving expendi- 
ture exceeding ‘Rs. 5,000; 


(7) whether any money of 
the public trust has been in- 
vested contrary to the provi- 
sions of section 35; 

(k) alienations, if anv. of 
the immovable property con- 
trary to the provisions of 
section 36 which have come to 
the notice of the. auditor; 


(l) any’ special matter 
which the auditot may think 
fit or necessary to bring to 
the notice of the Deputy or 
Assistant Charity Commis- 
sioner. 


(2) The balance sheet and 
income and expenditure account 
required under sub-section (1) 
of section 34 to be prepared by 
the auditor _or any person 


authorised in this behalf under 
sub-section (2) of section 33 
and forwarded by him to the 
Deputy or Assistant Charity 
Commissioner shall be in the 
form of Schedule VIII and IX 
respectively.” 

4, in rule 21, in sub-rule (1), 


for the figure “4” the figure “6” 
shall be substituted; 


5. rule 26 shall be deleted ; 


6. in rule 27, sub-rule (4) shall 
be deleted; 


7. rule 28 shall be deleted; 


8. in rule ‘31 for the word 
- “two” the word “three” 
shall be substituted; 


9. for rule 32 the ‘following 
shall be “substituted, 
namely :— 

“32. Contribution to the 
Public Trusts Administration 
Fund.—(1) Every public trust 
other than a trust exclusively 
for the purpose of secular edu- 
cation imparted by a recognised 
institution or exclusively for the 
purpose of medical relief shall 
pay annually to the Public 
Trusts Administration Fund out 
of its property or funds a 
contribution at the rate of 2 per 
cent. of its gross annua] income 
or, where the public trust is a 
dharmada, its gross annual 
collection or receipts. 


Explanation.—For the pur- 
poses of this sub-rule-— 


(a) secular education 
means imparting of secular 
instruction and includes 
maintenance of hostels for 
students to whom such in- 
struction is imparted or 
award of scholarships and 
prizes or grant of loans or 
other aid to such students 
and running of libraries and 
reading rooms; 
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(b) a recognised institu- 
tion means and includes an 
approved school within the 
meaning of clause (2) of sec- 
tion 2 of the Bombay Pri- 
mary Education Act, 1947 
(Bom. LXI of 1947), a re- 
cognised primary school with- 
in the meaning of clause (6) 
of section 2 of the City of 
Bombay Primary Education 
Act, 1920 (Bom. XV of 1920), 
an institution recognised by 

‘the Director of Public Instruc- 
tion, Bombay State, or an 
- officer authorised’ by him in 
this behalf, an institution re- 
gistered by or affiliated to any 
University established by law 
in the State and an institu- 
tion for research or specialis- 
ed studies other than an 
affiliated college and recognis- 
ed as such by such University. 


(2) The contribution shall be 
assessed on the basis of the 
gross annual income, or collec- 
tion or receipts, as the case may 
be, during the previous twelve 
months ending with the thirty- 
first day of March or such other 
day in regard to a particular 
trust or class of trusts as may 
have been fixed by the Charity 

_ Commissioner in this behalf 
under sub-section (1) of section 
33, | 


(3) In calculating the gross 
annual income or receipts for 
the purpose of assessing the 
contribution the following de- 
ductions shall be allowed :— 


(1) In the case of a public 
trust having secular education 
imparted by a recognised 
institution as one of its pur- 
poses, the portion of the gross 
income spent for that pur- 
pose; 


(ii) in the ease of a public 
‘trust having medical relief as 


one of its purposes, the por- ` 


tion of the gross income spent 
for that purpose; 


(iii) donations given with 
specific directions that they 
shall form part of the corpus 
(vide Explanation to section 
58) ; 


(iv) donations received 
from other public trusts in- 
eluding dharmadas to whicn 
the Bombay Public Trusts 
Act, 1950 applies; 


(v) grants received from 
Government or local authori- 
ties; 

(vi) allowance for annual 
repairs at 8 1/3 per cent. of 
the estimated gross annual 
rent of buildings belonging to 
the trust which are not rent- 
ed out and yield no income. 


Hzplanation—The estimat- 
ed gross annual rent shall 
mean the rateable value of 
the buildings or, where such 
rateable value is not fixed by 
a local authority the gross 
annual rent as estimated by 
the Deputy or Assistant 
Charity Commissioner. 


(vii) interest on Deprecia- 
tion Fund, if any, for re- 
placement of buildings; 


(viii) interest on Sinking 
Fund, if any, for repayment 
of loans; 5 


(ix) out of income or re- 
ceipts from lands used for 
agricultural purposes— 


(a) land revenue and local 
fund cess, if payable by 
the trust; 


(b) rent payable to the 
superior landlord, if 
lands are held on lease 
by the trust; 


(c) the cost of production 
(which shall not in- 
clude the capital cost 
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of irrigation and other 
works or the cost of 
maintenance of, or re- 
pairs to, such works, 
in excess of a limit 
fixed by the Deputy or 
Assistant Charity 
Commissioner with 
reference to past ex- 
penditure on such 
maintenance or re- 
pairs)—if lands are 
cultivated by the trust. 


KHaplanation.—Receipts 
from lands used for agricul- 
tural purposes, when such 
receipts are in kind, shall be 
valued at their market value 
at the time of receipt; 


-(x) out of income or 
receipts from lands (includ- 
ing buildings) used for non- 
agricultural purposes— 


(a) assessment, cesses and 
other Government dues 
and municipal and 
other taxes, payable by 
the trust; 


(b) ground rent payable to 
the superior landlord; 


(c) insurance premia, if 
any, in respect of build- 
ings; 


(d) allowance for annual 
repairs at 8 1/3 per 
cent. of the gross rent 


of buildings; 


Nef 


(e) allowance for cost of 
collection at 4 per cent. 
of the gross rent of 
buildings let out: 


(xi) out of income or 
receipts from securities, 
stocks, shares and debentures, 
allowance of one per cent. for 
cost of collection. 


(4) If a public trust conducts 


a business or trade, for the pur- 
pose of assessing the contribu- 
tion the net annual profits of 


, 
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such business or trade shall be 
treated as the gross annual in- 
come of the business or trade. 


(5) Every auditor auditing 
the accounts of a public trust 
under sub-section (2) of section 
33, Shall annex to the copy of 
the balance sheet and income 
and expenditure account re- 
quired to be forwarded to the 
Deputy or Assistant Charity 
Commissioner under sub-section 
(1) of section 34 a statement 
of the income of the trust liable 
to contribution in the form of 
Schedule IXC hereto. 


(6) The Government may, 
having regard to the nature of 
the objects of any class of pub- 
lic trusts or the smallness of the 
income thereof, by notification 
in the Official Gazette, remit or 
reduce the rates at which the 
contribution is to be made by 
such class of trusts to the Publie 
Trusts Administration Fund. 


(7) Where the annual contri- 
bution payable by a public trust, 
calculated in accordance with 


Name of the 
BALANCE SHEET AS AL—--—-———————-————-— 


the foregoing sub-rules exceeds 
two hundred rupees it may be 
paid by two equal instalments 
the first of which shall be pay- 
able within one month and the 
second within four months of 
the receipt of notice prescribed 
under sub-rule (1) of rule 33. 


(8) Transitory Proviston.—— 
The contribution for part of the 
year commencing with the date 
of the application of the Bom- 
bay Public Trusts Act, 1950, 
and ending with the 31st March 
next following (or such other 
date as may have been fixed in 
this behalf by the Charity Com- 
missioner as aforesaid) shall be 
in such proportion as the period 
bears to twelve months. 

10. In rule 38, 


(a) for sub-rule (1), the 
following shall be 
substituted, namely :—- 


“(1) When the contribution 
payable by a public trust has 
been assgessed,, the Deputy or 
Assistant Charity Commis- 
sioner, shall issue a notice of 


“ SCHEDULE VIII, 
[Vide rule 17 (1)]. 
Public Trust 
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demand in the form of Schedule 
XV, or, where the public trust 
is a dharmada, in the form of 
Schedule XVA hereto, to the 
trustee or manager or the per- 
son charging or collecting the 
dharmada as the case may be, 
specifying the amount payable 
and the date or dates (in case 
of instalments) by which the 
payment is to be made.” 


(b) to sub-rule (3) the 
following shall be added at the 
end, namely :— 


“The decision of the Deputy 
or Assistant Charity Commis- 
sioner shall be final,” 


11. in rule 87, sub-rule (5) 
shall be deleted; 


12. in rule 38, sub-rule (4) 
shall be deleted; 


13. in the Schedules annexed 
to the said rules— 


(i) for Schedules VIII and 
IX the following new Schedules 
shall be substituted, namely :—~ 
Registered No. 





FUNDS AND LIABILITTES. 


Trust Fund or Corpus:— 

Balance as per last Balance Sheet 

Adjustment during the year (give 
details) 

Other earmarked Funds.— 

(Created under the provisions of the 
trust deed or scheme or out of the 
income). 

Depreciation Fund 

Sinking Fund .. 

Reserve Fund 

Any other Fund : 
Loans (secured or unsecured) :— 

From trustees 

From others 


a ee cee at OE N, 


Cerried over Rs, 


ASSETS. 


Immovable properties.— 
(Suitably classified giving mode of 
valuation) 
Additions or deductions (including 
those for depreciations) if any, 
during the vear. 


Investments.— 
(Suitably classified, giving mode of 
valuation). 


Furniture and fixtures.— 
Balance as per last Balance Sheet .. 
Additions or deductions (including 
those for depreciations) if any, 
during the year. 


; Carried over Rs... 
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FUNDS AND LIABILITIES—(Coztd.) ASSETS-— (Contd.) 
Brought forward .. oe ep Brought forward 
[nabilities. — Loans (secured or unsecured) :— 
For expenses pa 5 i Good doubtful 
For advances a me as Loan scholarships id 
For rent and other deposits ba Other loans zi = ss 
For sundry credit balances sd Advances.— 
Income and expenditure Account:— To trustees 
Balance as per last Balance Sheet .. To employees 
Less appropriation, if any .. a To contractors 
Add/Less: surplus or deficit as pe “vo To lawyers 
Income and Expenditure Account, To others 
' Income Outstanding * 
Rent 
Interest 


Other income 


Cash and Bank balances.— 

(a) In current account or fixed 
deposit account with (give names 
of banks and state in whose name 
the account stands). 

(b) With the trustee (give name). 

(c) With the manager (give name). 


Total Re... Total Rs. 
9098 ER PA TGA I AIS SE Ri eS Bf A S as TRAN ECS LENT TT I 
* Market value as on the date of the Balance Sheet should also be given by way of a note 
Particulars of investments in concerns in which the trustees are interested shall be given separately by way of a note. 
*In case the accounts are maintamed on cash basis, state the income outstanding here below. 


The above Balance Sheet to the best of my/our As per our report of even date, 
belief contains a true account of the Funds and 
Liabilities and of the Property and Assets of the 


trust. 
Dated at cede hb beh os Ges CHARTERED ACCOUNTANTS, 
Trustee ; . AUDITORS,” 
Registered No. “ SCHEDULE IX. 
[Vide rule 17 (1) ]. 
Name of the Public Trust............ 
INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDING................ i 
EXPENDITURE. INCOME. 
Rs. A. P. Rs. A. P. 
To Expenses in respect of properties.— (accrued) * 
Rates, taxes, cesses. By Rent (realised) 
Repairs and maintenance. By Interest (accrued) * 
Salaries, (realised) 
Insurance. On securities. - 
Depreciation (by way of provision or On loans. 
adjustments). On bank account. 
Other expenses. By Dividends. 


* Strike off whichever is not applicable, 


tad 


Page Sixteen December, 1951. 
eS St tS SS SES a st ES 


EXPENDITURE. INCOME. 
To Establishment expenses. l By Donations in cash or kind. 
To Remuneration to trustees. By Grants. 


T'o Remuneration (in the case of a math) _ By Income from other sources (m 
to the hedd of the math, including his detail as far as possible). 


household expenditure, if any. By transfers from Reserves. 
By Deficit carried over to Bulance 
To Legal expenses. Sheet 


To Audit fees. 
To Contribution ond fees. 


To Amounts written off. — 
(a) Bad debts. 
(b) Loan scholarships. 
(c) Irrecoverable rents. 
(d) Other iterns. 


To Miscellaneous expenses. 
To Depreciation. 


To Amounts transferred to Reserve or 
specific funds. 


To Expenditure on objects of the trust. 
(a) Religious. 
(6) Educational. 
(c) Medical Relief. 
` (d) Relief of poverty. 
(e) Other charitable objects. 


To Surplus carried over to Balance Sheet. 


Total Ra... , ' Total Rs. 
STN LI ET RE Tt ENR I SE RET TE I A TIE ET TS OIE TY EN E EE EE EE BTN TT TEI DS PINT TE TE IT ISLET IO TAN TEA LEY 
-~ As per our report of even date. 


Dated AV ices ee ks ; CHARTERED ACCOUNTANTS, 
Trustee Auditors,” 


$ & ù o @ @ o A 4 9 


(ii) after Schedule IXB, the following new Schedule shall be inserted, namely :— 


“SCHEDULE [XC. 
(vide rule 32.) 
Statement of income liable to contribution for the year ending... ccs cervececeaes 


Name and Registered No. of Public Trust...... ie pektinta ens 


Gross annual income 
Details, of income not chargeable to comribuion aa Seeon 5R wd 
‘Rule 32:— 
(1) Donations to corpus 
(ii) Donations from other public paige, pi 
(iii) Grants by Government and Local authorities 
(iv) Interest on Sinking or Depreciation Fund 
(v) Amount spent 'for the purpose of-education .. a xt 
(vi) Amount spent for the purpose of medical relief ae R 
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(vii) Deductions out of income from lands used for agricultural Rs. A. P. Rs, A. P. 
purposes :— 
(a) Land Revenue and Local Fund Cess 
(bL) Rent payable to superior landlord 
(c) Cost of production, if lands are cultivated by tr niet 
(viii) Deductions out of income from lands used for non-agricultural 
purposes :— 
(a) Assessment, Cesses and other Government or Municipal 
Taxes hes 
(L) Ground rent ae i the superior iandiord ua 
(c) Insurance premia 
(d) Repairs at 8 1/3 per cent. of eran eit of pile 
(e) Cost of collection at 4 per cent. of gross rent of buildings 
jet out... or is ii a aE 
(ix) Cost of collection of income or receipts from securities, stocks, 
etc., at 1 per cent. of such income Í p ba 
(x) Deductions on account of repairs in respect of buildings not 
rented and yielding no income, at 8 1/3 per cent. of the 
estimated gross annual rent Ps : 


AE aD ts hh Ader sa, 


Income liable to contribution 


CHARTERED ACCOUNTANTS, 


Auditors.” 
(iii) for Schedule XV the following new Schedules shall be substituted, namely :— 


“SCHEDULE XV. 
[Vide rule 88 (1).] 
Form of Notice of Demand. 


No. l Date 195 
Name and registered number of the public trust: _ 


» pee y „n omwek a. -a io ama ere e 


Name of frites or manager and his sadre: 


a erreysas © 


The AubliC east damned abawe has been psstased to pay a contribution of Rs. 


for the year to the Public Trusts Administration Fund under Section 58 of the Bombay Public 
Trusts Act, 1950. 


You are required to pay the amount at the Public Trusts Registration Office or to remit it by 


Deputy ei eae 
postal money order or bank draft to the A Charity Commissioner, 





Region. The amount must be paid in the Public Trusts Registration Office, or when sent by postal 
epu 
money order or bank draft, must reach the De R Charity Commissioner within one month of the 


receipt of this notice failing which you will be liable to be treated as a defuulter and dealt. with under 
the provisions of the Act and the rules made thereunder. 


In case the contribution assessed exceeds Rs. 200, under sub-rule 6 of rule 32 you may pay the 


amount in two equal instalments the first of which anes be paid within one month and the second within 
four months of the receipt of this notice. 
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Objections, if any, against the assessment, must be filed by you before the undersigned either 
personally or by a duly authorised agent or by registered post giving reasons for such objections. No 
such objections shal], however, be entertained unless the amount of demand specified above or half thereof, 
if it exceeds Rs. 200, is deposited. 

Signature, 


_ Deputy — Charity Commissioner, 
Assistant 


Date = Region.” 


“ SCHEDULE XV-A. 
[Vide rule 83 (1).] 
Form of Notice of Demand. 


No. Date : 195 
Name by which the dharmada collection is known 


Name and address of person in whom the collection vests as trustee 


The dharmada named above has. been assessed to pay a contribution of Rs. ' \ for the 
year to the Public Trusts Administration Fund under Section 58 of the Bombay Public Trusts 
Act, 1950. 

You are required to pay the amount at the Public Trusts Registration Office or to remit it by 

Deputy hos 

postal money order or bank draft to the Re ata Charity Commissioner, 

Region. The amount must be paid in the Public Trusts Registration Office, or when sent by postal money 
Depu 

order or bank draft, must reach the Te en Charity Commissioner within one month of the 


receipt of this notice failing which you will be liable to be treated as a defaulter and dealt with under 
the provisions of the Act and the rules made thereunder. 


ln case the contribution assessed exceeds Rs. 200, under sub-rule 6 of rule 32 you may pay the 
amount in two equal instalments the first of which must be paid within one month and the second within 


four months of the receipt of this notice. 


Objections, if any, against the assessment, must be filed by you before the undérsigned either 
personally or by a duly authorised agent or by registered post giving reasons for such objections. No 
such objections shall, however, be entertained unless the amount of demand specified above or half thereof, 
if it exceeds Rs. 200, is deposited. 


signature, 
Deputy Bonk 
Bessie Charity Commissioner, 
Assistant 
Date, Region.” 


By order of the Governor of Bombay, 
B. D. MIRCHANDANI, 
_ Additional Secretary to Government. 
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MEMBERSHIP 
LIST OF MEMBERS ENROLLED DURING NOVEMBER, 1951. 
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Membership Niine Place Date of 

No. enrolment 

ASSOCIATES 
2101 Bimal Behari Mukhopadhyay .. Calcutta 1—11— 51 
2102 Bhaskar Jayantilal Talati Bombay 1-—1 {1—51 
2103 Singakulam Venkatanarayanan Cochin {—_11—51 
2104 Satyendra Mahasukhrai Vohra Bombay 1-—L1—61 
2105 Pranjivandas Baldevdas Patel .. Baroda 5-—11—51 
2106 Duggisetty Venkata Ramanayvya Damaramaduru 7—-~J1—61 
2107 Paul Thaliath l Verapoly 14—11—-51 
2108 * Vasudeo Dattatraya Apna , Bombay 16—Li—51 
2109 * Navin Chandra Magotra Burnpur 17—-11—51 
2110 - * V, Santhanam i ou Madras L7-—{1—61 
2111 * Thrikandiyur Gopala 1 Menon .. Madras 17—11—51 
2112 `’ T. G. Subramanian Madurai 20--11—51 
2113 * Krishnaswami Natarajan Madras 22—11-—51 
2134 Salil Kumar Gupta Calcutta 27--11— 51 
2115 P. V. Seshadri lyer .. a Trichur 27—-]1—51 
2044 * Than Tu R. Ba Thaw (Enrolled in July 1951) . Rangoon 23— T—5l1 
FELLOWS 

820 Mysore Nurasimhamurthi Raghavendra Rao Hyderabad (Dn.) 3—~11—51 
947 Girindra Mohan Saha Calcutta 3-—l11—51 
1069 Raojibhai Bhailalbhai Patel Bombay 3 —11—51 

* Denotes not in practice. 

+ * * zk 4 x * + * 


STATISTICS FOR THE MONTH OF NOVEMBER, 1951. 


Associated enrolled 15 + Lin July, 1951. Articles cancelled . Nil 
Fellows admitted ve 3 Audit Clerks registered .. 77 
Associate restored . Nil , ; i 
Audit Clerks registration 

Certificates of Practice Issued: cancelled .. Nil 

A iat ion is 

A i Number of candidates appeared 
Fellows pa it 


Termination of Membership Nil 


Cancellation of Certificate of 
Practice: 


Associate converted into 


Fellow ut 3 
Associates .. Nil 
Fellows . Nil 

Articles registered pa 02 


in November, 1951 Examination: 


First Examination 238 
In both groups of the 
Final Examination .. 828 
In Group Il—only of the 
Final Examination .. 166 
In Group Il—only of the © 
Final Examination .. 151 
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V. METHOD OF APPROACH 


There is generally an apprehen- 
sion that a disclosure regarding 
income in the past will lead to a 
criminal prosecution. But this 
fear in most cases is baseless. 


Consequently, the subject of 
back duty is one of the most 
interesting and equally difficult in 
Income-tax practice. 


Who can take action 
I, T.O. 


Income can escape assessment 
in any one of the following ways 
as enumerated in Section 34: 


(a) if it is not assessed at 
all; or 


(b) if it is under-assessed; or 


(c) if it is assessed at too 
low a rate: or 


(d) if excessive relief or loss 
or depreciation allowance 
has been computed. 


It will be so either (1) because 
no return has been made or (2) if 
a return has been made the same 
is not a true return. 


Failure to make a return is 
penalised by S. 28 (1) (a) of the 
Indian Income-tax Act and fur- 
nishing of an incorrect return is 
penalised by S. 28 (1) (c) of the 
Income-tax Act. 


Under the Indian Income-tax 
Act, 1922, duty is cast on the tax- 
payer to make a return of his 
income. A general public notice 
js issued undér Section 22 of the 


BACK DUTY 
(By N. M. Shah, F.C.A.) 

(Continued from Last Issue) 

Once a case of escaped assess- 
ment arises either as a result of 
voluntary disclosure or otherwise, 
it becomes absolutely imperative 
that the adviser should examine 
every angle of the case from the 
tax-payer’s standpoint. 


It is thus always desirable to 
face the facts and endeavour to 


When. 


If he has reason to believe so, that 
by reason of omission or failure 
to make a return or to disclose 
fully and truly all material facts 
necessary for his assessment. 


In consequence of the information 
in his possession, has reason to 
believe so. 


Act towards the beginning of each 
financial year calling upon every 
person whose income exceeds a 
certain exempted limit to submit a 
correct return af his income of 
the previous year. Provision is 
made in the same section for the 
issue of a notice individually to 
an assessee calling upon him to 
submit a return within a period of 
not less than thirty days from 
receipt thereof. If a person who 
has no income liable to tax fails 
to comply with the notice served 
on him to submit a return, penalty 
imposable on him is any amount 
not exceeding twenty-five rupees. 


It may, however, be noted that 
by virtue of Sec: 22(3) of the Act, 
it-is open to an assessee to furnish 
a return or a revised return in 
respect of any omission or wrong 
statement made in the returns 
furnished before the assessment is 
made. And this gives the first 
opportunity to make good his non- 
compliance with notice ' under 
Section 22(2) and to declare his 
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ascertain, as accurately as 
possible, the severest action the 
Revenue can take. 


The main section under which 
action is taken against income 
escaping assessment is S. 84 of 
the Indian Income-tax Act. it 
may be analysed for our purposes 
as follows :— 


Time Limit. 


At any time within eight years of 
the end of the year. 


At any time within four years of 
the end of the year. 


correct income. Although in law 
this does not give immunity from 
penalty, a lenient view is taken of 
the initial default. 


Secondly, it is the duty of the 
subject to make a true and com- 
plete return of his income. 


Failure to disclose material 
facts necessary for one’s assess- 
ment may lead to re-opening of 
assessment and may attract 
penalty under Section 28 of the 
Act or entail prosecution. 


The Income-tax Officer can take 
action only if he has reason to 
believe that income has escaped 
assessment either as a result of 
no return or of non-disclosure of 
material particulars, These words 
suggest that the belief must be 
that of an honest and reasonable 
person based upon reasonable 
grounds and that the Income-tax 
Officer may act under this section 
on direct or circumstantial 
evidence but not on mere suspi- 
cion, gossip or rumour, 
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The time-limit for action is 8 
years from the end of the year. 


Even if a true and correct 
return has been made, still income 
might escape assessment in any of 
the abovementioned ways. In 
such cases power is given to the 
I.T.O. to reopen an assessment if, 
as a result of definite information, 
he has reason to believe that 
income has escaped assessment. 


It must be positive information. 
It is so in order to stop the I.T.O. 
from making purely fishing 
inquiry with no basis at all. 
Where the fact is before the 
assessing authority at the time of 
assessment, but it is ignored by 
the authority, it is not open to the 
authority to foist liability upon 
the assessee when the fact is 
looked at differently by the higher 
authority. It is no information 
definite or otherwise (C.U.T. v. 
Z.Y. Khatib) (I.T. Ref. No. 1 of 
1950 B.M.C.) 


The action as a result of definite 
information is to be taken within 
a period of.four years of the end 
of the year. 


Once the action is taken, the 
authority becomes entitled to re- 
assess the tax-payer, impose tax 
on the income that has escaped 
assessment and also to impose 


Section of I.T.A. 
Act. 


‘penalty under Sec, 28 or sanction 


prosecution under Sec: 52 if any 
offence is committed. 


It may not be out of place to 
examine similar provisions in 
other countries. 


In the English law power to 
make an additional assessment 
has been enacted in wider terms. 
Time-limit for action in cases 
other than those of fraud is six 
years, while there is fraud upon 
revenue, no limit is fixed. Further, 
the latest reported decision holds 
that an additional assessment can 
be made even when the authori- 
ties see reason to ‘change their 
opinion as to the effects of the 
facts already known or the earlier 
under-assessment was due only to 
a mistake of law. (See Commer- 
cial Structures Ltd. v. Briggs 
(1949), LT.R. Sup. 30). 


The Australian Act affords no 
protection to the tax-payer who 
has not made a true and full dis- 
closure of all material facts. The 
Canadian Act enacts in general 
terms that notwithstanding any 
prior assessment or if no assess- 
ment has been made, the tax-payer 
shall continue to be liable for any 
tax and be assessed therefor and 
the Minister may at any time 
assess, re-assess or make addi- 
tional assessments on any person 


Offence. 


28 „ (1) (a) Failure to make a return of total 
income required to be furnished in 


compliance with notice under 8. 22, 
sub-sections (1) or (2) or S. 84.° 


» (1) (a) 


Failure without any reasonable cause 
to furnish a return within - time 


allowed and in manner required by 
abovementioned notice. 


`» (1) (c) Concealment of particulars of Income. 
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for tax, interest and penalties 
(Section 55) and it further pro- 
vides that if any person omits to 
declare any dividend...or other 
like income which on any inquiry 
by the Department of National 
Revenue or on information 
obtained from any person other 
than the tax-payer is subsequently | 
ascertained to have been received, 
sueh person may be assessed as if 
double the income so omitted from 
his return had been received 
(Section 83). 


Section 83B is another section 
under which leakage of income 
can be stopped. It empowers the 
Commissioner of Income-tax to 
revise any order of the Income- 
tax Officer if it is erroneous in so 
far as it is prejudicial to the 
interests of the revenue. Time- 
limit for action under this section 
is two years from the date of the 
order sought to be revised. 


The Indian Income-tax Act 
imposes penalties on tax-payers 
for failure to make correct 
returns, declarations and state- 
ments required by the Act. 


Below is set out a list of such 
penalties, relevant for our pur- 
pose, with the section of the Act, 
the nature of offence and the 
amount of penalty :-— 


Penalty. | : 


In addition to the amount of income-tax 
and super-tax, if any, payable by such 
persons, a sum not exceeding one ard half 
times that amount. 


In addition to the amount of ‘ineome-tax: 
and super-tax, if any, payable by such 


‘person, a sum not exceeding one and half 


times the amonnt of income-tax and super- 
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Section of LTA. 
© Aeb. , 
» (1) (c) 


-28 „ (2) 


Offence. 


Deliberate furnishing of inaccurate 
particulars of income. 


` 


Failure by a partner to return his 
income below its real when the profits 
of a 
distributed otherwise than in accord- 
ance with shares of the partners as 


registered firm have been. 
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Penalty. 
tax, if any, which would have been avoided 


if the income as returned by such person 
had been accepted as correct incume. 


_ In addition to income-tax and super-tax, if 


any, payable by such person, a sum not 
exceeding one and half times the amount of 
income-tax and super-tax which has been 
avoided or would have been avoided. 


shown in the instrument. 


By virtue of Sec. 28, sub- 
sections (8) and (5), a reasonable 
opportunity of being heard is to 
be given to an assessee and the 
previous approval of the Inspect- 
ing Assistant Commissioner of 


Sec. of the Act. 


Income-tax is to be obtained 
before any penalty can be im- 
posed; while sub-section (4) of 
the section prohibits prosecution 
for an offence in respect of the 
facts on which the penalty has 


Offence. 


51 (c) Failure without reasonable cayse or Fine of 
excuse to furnish in que time returns default. 
under Sec. 22 (2) of the I.T.A. 

52. © False statement in a veritication of 


Return of Income under Section 22 or 
in application 


for registration or 


renewal of registration under Section 


26A. 


There is no limitation of time 
for action under Sections 51 and 
52. Sec. 58 provides that no 
person can be prosecuted for any 
of the abovementioned offences 
except at the instance of the 
Inspecting Assistant Commissioner 
of Income-tax, while sub-section 
(8) of Sec. 58 empowers him to 
compound any such offence either 
before or after the institution of 
proceedings. ` 


One finds from the All India 
Income-tax Reports and Returns 
for the year 1945-46 issued by the 
Central Board of Revenue that 2 
cases of prosecutions were launch- 
ed during the year as against 4,001 
eases of penalty imposed under 
Section 28. During the year there 
were in all 107 cases of composi- 
tion, the total amount of composi- 
tion money realised being Rs. 
2,39,548 as against Rs. 36,50,146 


realised from penalties imposed 
in respect of 4,001 cases mentioned 
above. 


From the above it will be seen 
that the number of prosecutions 
is small, partly due to the fact 
that the Revenue normally prefers 
to carry out the function of swell- 
ing the country’s coffers by 
accagting pecuniary settlements 
and partly because prosecutions 
can only succeed if there is ade- 
quate, direct and positive evidence 
to prove that fraud did in fact 
take place; which may not ordi- 
narily be available. 


_ 

The threat of both Criminal 
and Income-tax proceedings to- 
gether with monetary penalties, 
which we have ‘seen, can be 
astonishingly heavy, gives the 
Revenue an extremely powerful 
weapon with which to secure 


been imposed. 

Other provisions which impose 
punishments are Sections 51 (c) 
and 52 of the Income-tax Act. 
They may be summarised as 
follows :— 


Punishment. 
Rs. 10 per day for each day of 


Simple imprisonment, which may extend to 
6 months or 
Rs. 1,000 or both. 


fine which may extend to 


restitution of tax unpaid in the 
past, 


The Income-tax (Amendment) 
Bill No. 56 of 1951, the censidera- 
tion of which has been postponed 
for some time, provides an amend- 
ment to the existing Section 28 of 
the Income-tax Act, The relevant 
changes contemplated by this 
amendment, amongst others may 
be briefly stated as under: 


The Income-tax Officers will ba 
vested with power of imposing 
penalty even in case of past 
assessments which have been com- 
pleted and which cannot be re- 
opened under the provisions of 
Sec. 83(B) and Section $4 of the 
Income-tax Act. At present the 
Department is not authorised to 
recover tax after the time-limit 
provided had expired; but under 
the proposed amendment the 
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Income-tax authorities have. been 
given power to commence penalty 
proceedings in respect of . past 
assessments including those with 
regard to which the time-limit for 
re-opening. the assessment has 
Hoi E 


it does not stop with the tax- 
dodger. New .Sub-section 2 (a), 
to Section 28 is added. It catches 
any person who might have 
‘abetted’——which word by virtue 
of General Clauses Act has the 
meaning given to it in Section 107 
of the Indian Penal Code, which 
defines abetment as follows: 


“A person abets the doing of a 
thing who— 


First—Instigates any person 
to do that thing; or 


Secondly—Engages with one 
or more other persons in any 
conspiracy for the doing of that 
thing; if an act or illegal omis- 
sion takes place in pursuance 
of that conspiracy: and in order 
to the doing of that thing; or 


Thirdly—Intentionally. aids 
by any act or illegal omission 
the doing of that thing. 


Explanation 1. A person who, 
by wilful misrepresentation, or 
by wilful concealment of a 
material fact which he is bound to 
disclose, voluntarily causes, pro- 
cures or attempts to cause or 
procure a thing to be done, is said 
to instigate the doing of that 
thing. 


Explanation 2. Whoever either 
prior to or at the time of the com- 
mission of an act, does anything 
in order to facilitate the commis- 
sion of that act and thereby 
facilitates the commission thereof, 
is said to aid the doing of that 
act.” 


. Such tax-dodger is punished. by 
imposing a penalty of an amount 
not exceeding the amount of 
penalty which had been imposed 
on that dodger .of taxes or 
Rs. 5,000, whichever is less. . In 
the case of a firm constituted for 
the exercise of a. profession or 
vocation, each member of the firm 
is sought to be made jointly and 
severally liable for the penalty 
levied under that section. 


Section 52 of the present Act 
is sought to be amended by Clause 
52 of the said Bill. Under this 
clause, prosecutions can be insti- 
tuted not only for making false 
verification in the return but also 
for incomplete returns made. The 
punishment has been enhanced to 
rigorous imprisonment extending 
to 7 years with a minimum of fot 
less than 3 years and with fine 
which shall not be less than the 
amount of tax which would have 
been lost had the verification of 
the accounts or the documents 
been accepted at their face value. 
Clause 53 introduces a new section: 
52(A) in the Act for abetment.: 
Under this clause, if a person 
abets the commission of a default 
or the doing of anything by an- 
other person whereby that other 
person is rendered liable to pro- 
gecution under Sec. 51 or Sec. 52, 
the person abetting shall, on con- 
viction before a Magistrate, be 
punishable with the punishment 
provided for the offence abetted. 

The amendment to Section 61 
provides that any person who has 
been convicted of an offence ċor- 
nected with any  income-tax 
proceedings or on whom a penalty 


has been imposed under Section 28. 


either in respect of his own assess- 
ment or for abetment of; an, 
offence in respect of the assess- 
ment of another person, he is 


disquahfied from practising as an 


authorised representative - under 
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the Incomeitax Aet Not only this 
but. inthe case :of.} partnership 
firm any. personi whose partner is 
convicted of! an. offenee connected 
with Income-tax ' proceedings’ or 
on whose partner a penalty for 
abetment.has been imposed under 
sec. 28.48 also subjected to that 
disqualification... >» 4 
aa: . pee ae ee : 

The proposed amendments are 
very drastic: Anybody as an 
Income-tax'payer cannot complain 
of. the drastic ‘effect on a tax- 
dodger. Probably they aim to 
cut at the root of. the evil which, 
as‘somebody puts it, ts an outward 
syimptom of the dise#se prevailing 
in the nation’ ©: | 

it is perhaps permissible to 
pause here and reflect on the 
consequences to members of our 
profession, 'if the proposed amend- 
ments are ineorporated in the Act. 
Generally speaking, an abetment 
of an offence is punishable and if 
an Income-tax practitioner abets. 
what has been: prohibited, it will 
be régarded not only as bad exer- 
cise of citizenship but as an 
offence. What we as practitioners. 
ought to fear is the fact that 
“satisfaction”: of: the authority is 
made, the tesh of this liability. 
Authority. Which: is to act as a 
policeman, an ‘accountant and also 
a lawyer has been given the func- 
tions ofa Judge.: ‘And it ig a 
flagrant departure from funda- 
mental principle of criminal 
jurisprudence that a party to the 
proceedings, . the, complainant 
should alga be the Judge. It is 
true that .this .satisfaction as 
observed by the House of Lords 
in Livendge v. Anderson (1942 
A.C, 206),; must: he rational, not 
arbitrary or eapricious, It is 
bound to vary, with the ‘foot’ or 
conscience of is eULnOE IY: 

WO ae OR age a5 

"he members. “Of 5: B E E 
and respectable ‘profession, it is 
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our duty to weed out all black 
sheep, if any, in our profession 
but it is not to be achieved by 
exposing all of us to unknown 
dangers and risks. 


If any of our members is found 
guilty of misconduct in connection 
with any Income-tax proceedings, 
he should be dealt with only by, 
the Institute of Chartered 
Accountants, which is the autho- 


rity empowered to take discipli- 


nary action against our members. 


As seen above, income might 
escape assessment either because 
no return is made or an incorrect 
and incomplete return is made 
or negligently or deliberately 
material information is withheld. 


Since Section 28, while laying 
down the maximum, does provide 
for discretion in imposition of 
penalty according to the nature 
of default, it is always very 
essential to recapitulate the exact, 
as far as humanly poggible, cir- 
cumstances in which dafaylt is 
made. oa oi 


t 


In all cases, the first thing is 
always that the taxpayers has to 
make good the tax payable by him 
on the income that has escaped 
assessment. There is no compro- 
mise on that aspect. To that 
extent all defaults are alike. _ 


‘Difference comes in when the 
penalty provision is _ applied. 
First, it will make a difference in 
penalty. Secondly, siree discre- 
tion is given to thé aythority 
imposing a penalty, the way in 
which a case is put will make a 
difference not only as to the pro- 
vision that is applicable but also 
as to the amount of penalty that 
is imposed. There can be no ex- 
tenuating circumstance in case of 
fraud %6r'‘deliberate suppression 
of matérial facts, except when 


voluntarily disclosed. But in any 


other, the importance of mitifgat-. 


ing factors cannot be overlooked. 


A case has been cited by Staples 
in which “a taxpayer, whose busi- 
ness was in the fortunate position 
of making money during the last 
war without too close supervision, 
was reduced, by the adultery, 
separation from, and final divorce 
of his wife, to a state of mind in 
which he literally cared for 
nothing. He completed his return 
of profits, as he did everything 
else, with a distracted reckless- 
ness and by giving the Inspector, 
in confidence at a personal inter- 
view certain facts and dates, 
backed by documentary evidence, 
a substantial reduction of the 
penalty addition to the tax lost 


was obtained—an argument which, 


merely stated without evidence, 
the Inspector had refused at first 
to listen to’’. 


In an article on Back Duty in 


‘Taxation (19th November, 1949) 


following observations 


made :— 


are 


‘Where the taxpayer has acted 
throughout with the deliberate 
intention of deceiving the Revenue 
he cannot expect to receive such 
lenient treatment at their hands 
as the taxpayer who had no pro- 
fessional advice and who com- 
pleted his returns to the best of 
his knowledge and belief even 
though it was later ascertained, as 
the result of accounts being .pre- 
pared by a practising accountant, 
that profits were understated in 
his returns. Cases can vary in all 
manner of ways between the two 
extremes, and every care must 
therefore be taken in order that 
the taxpayers’ intentions may be 
ascertained, and duly reported for 
the consideration of the Revenue. 
It is all too easy to assume that the 
taxpayer had the worst possible 
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intention. In a very large pro-- 
portion of cases it is found that. 
his intentions were not of this. 
kind. 


“The importance of this matter- 
cannot be stressed too much, 
particularly where the case con- 
cerns the affairs of a deceased 
taxpayer. He is not able to state 
what he had in mind at the time 
the irregularities occurred, and 
accordingly the practitioner is. 
called upon to make very search- 
ing inquiries in order that his 


‘intentions may be understood and 


appreciated by all concerned. 
Similarly, no stone must be left 
unturned in these cases if there 
are assets of the deceased, the 
source of which cannot be easily 
traced. Inquiries must be made 
of all those who were in contact 
with the deceased and who' may 
be able to throw any light on his 
affairs”. 


VI. METHOD OF INVESTIGATION 


There are two methods to arrive 
at the income remained undis- 
closed, although in both these 
cases, the amount found will be 
only an, estimate and not the exact 
figure. Further, it will not show 
the correct year in which a part 
thereof actually accrued. There- 
fore, apportionment will be also 
on an approximate basis. Income 
of each year is not necessarily the 
same nor are the rates the same. 
So when there is not actual figure 
of income concealed of a parti- 
cular year, the quantum of tax 
payable on such undisclosed income 
and the amount of penalty, if any, 
will be only on estimate basis and 
not the exact amount. 


The first method is that the 
assessee be asked to prepare 
yearly accounts reliable enough to 
be used as a basis of settlement. 
But this preparation of accounts 


f. 
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and compilation will be admittedly 
approximate statements based 
entirely on the Bank Pass Books 
and on the tax-payer’s memory 
and general statements. The 
assessee is the best judge and in 
the know of all things. Therefore, 
if he has kept any records, this 
should enable him to give the 
exact idea of the income not dis- 
closed. Ordinarily the view held 
by the Tax Authorities is that to 
attempt to draw statements of 
Profit & Loss Accounts from such 
inadequate data is simply not 
worth while. 


The second method, and I 
should say, the scientific method, 
which would at best disclose the 
total figure of concealed income 
as correct by as possible, 1s the 
comparison of capital value of the 
tax-payer’s assets of all sorts as at 
two different dates between which 
under-charges to tax are believed 
to exist. Take for instance in 
India, profits began to soar high 
during war years, so also rates of 
taxes increased. If, therefore, 
comparison of the capital value 
of the tax-payer’s assets as at 1st 
September 1939 and 31st August 
1951 is made,.it will give the 
amount of income under-charged, 
if any. But here also there are 
many pitfalls and many a time 
we have to take the figures on 
approximate and estimate basis. 
But this method is safer and a 
more practical test than the other. 


What is required to be done is 
to prepare a complete list of 
assets as at two different dates, 
whether within the account books 
or without, whether they are in- 
come-yielding or non-income-yield- 
ing, whether they are situated in 
India or outside India. Similarly, 
a list is to be prepared of all liabi- 
lities wherever incurred and for 
whatever purpose. The dates of 


such acquisition of assets and 
incurring of liabilities could be 
obtained without much difficulty 
from the documents and other 
relevant papers. Assets should 
be taken at full cost inclusive of 
brokerage paid, legal costs in- 
curred on property purchased, 
cost of additions and alterations 
to properties and so on and so 
forth. 


Then the following adjustments 
are required to be made. To the 
difference on comparison should 
be added personal living expenses, 
keeping in view the rent he pays, 
number of members of the familv 
and dependants, number of 
servants employed, number of 
vehicles maintained, membership 
in clubs and expenses incurred, 
charitable donations made, 
marriage expenses incurred, 
number of growing children and 
the expenses incurred on their 
education, ete. 


The L.I.P. and taxes and interest 
on mortgage, if any, paid during 
the years shall be deducted. 
Capital losses, losses on sale of 
investments, losses in financing 
other concerns or loans unrecover- 
ed will also be deducted. Similarly, 
adjustments with regard to 
capital receipts, profit on gale of 
investments, bonus shares 
received,, extraneous receipts, 
legacies and gifts, matured 
policies, etc. will have to be made. 
Consideration should also be given 
to non-taxable receipts, tax-free 
incomes, income taxed at source 
and annual value of property used 
for business. 


I will explain the above by the 
following illustration: 


Mr. A. is a businessman. During 
the war years he earned large 
profits, but he did not disclose all 
that he earned. He declared the 
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following income for the assess- 
ment years 1942-48 to 1950-51. 


A/c Assessment Income. 
Year. Year. 
1997. 1942-48, Rs. 40,000 
1998. 1948-44. » 36,000 
1999. 1944-45. » 21,000 
2000. 1945-46, » 25,000 
2001. 1946-47. „ 40,000 
2002. 1947-48. » 14,000 
2008. 1948-49. » 8,000 
2004. 1949-50. „ 10,000 
2005. 1950-51.- „ 20,000 
2006. 1951-52. „ 15,000 


Rs. 2,44,000 


The above assessable income 
included Rs. 4,400 disallowable 
items. His returns were accepted 
and the assessments were made 
accordingly. He paid Rs. 48,114 
as Income-tax and Super-tax. In 
S.Y. 2004 he purchased a property 
worth Rs. 1,50,000. He took a 
loan of Rs. 50,000 on mortgage of 
the property and received Rs. 
50,000 on matured policy on his 
life which he had taken in or about 
1985. He paid Rs. 5,000 towards 
half share of expenses etc., on the 
purchase of property. He pur- 
chased in Samvat Years 2002 and 
2003 shares worth Rs. 1,00,900 out 
of which in S. Y. 2005 he sold off 
half for Rs. 80,000. : He suffered 
loss of Rs. 5,000 in selling off the 
shares and securities of the value 
of Rs. 20,000 and Rs. 10,000 which 
he held as on Kartak Sud Ist 8. Y. 
1997. He received bonus shares of 


the value of Rs. 5,000. He took 
two single premium insurance 
policies—one in 8. Y. 2000 for 


Rs. 40,000 and the other in S. Y. 
2002 for Rs. 1,00,000. He financed 
a concern in a Native State in 
S. Y. 1999 and invested Rs. 50,000 
but the concern did not flourish 
and he had to accept Rs. 20,000 
in full settlement. He built 
a house in S. Y. 2000 in his 
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native place for Rs, 40,000. In 
S. Y. 2002 he received inheritance 
of Rs. 20,000 from his uncle. He 
made donations of Rs. 50,000 in 
the name of his father to a charit- 
able dispensary at his native place 
and Rs. 10,000 to Mahatma Gandhi 
Memorial Fund. In 5. Y. 2000 he 
advanced Rs, 1,00,000 as loan on 
interest. He had Rs. 10,000 cash 
on hand and a balance to his credit 
of Rs. 30,000 in bank account at 
the end of S. Y. 2006, which were 


not disclosed so far. He married 
his son in S. Y. 2004 and spent 
Rs. 15,000 and received Chandla 
money Rs, 10,500. He has ten 
members in his family—two sons 
studying in college. He has a car. 
He has 3 servants in his house and 
paid rent of Rs. 200 per mensem 
for the first four years and 
Rs. 850 thereafter. He admitted 
that his expenses were Rs. 1,500 
p.m. for the first five years and 
Rs. 2,000 p.m. for the subsequent 


OPENING BALANCE SHEET (As on ist of Kartak S.Y. 1997). 


Taabililies. 
Liabilities 


Excess of.asset8 over Tiavilities gi 





CLOSING BALANCE SHEET (As on 80th of Aso. S.Y. 2006). 


Liabilities. 


Loan on mortgage ; 
Excess of assets over liabilities 





The following is the computation of the income undisclosed :— 


Net value at cost of assets less liabilities 


December, 1951.. 


years. He earned Rs. 10,000 as 
rent from properties and Rs. 
20,000 as interest and dividends 
which were not disclosed and, 
therefore, not assessed. He had 
also paid Rs. 4,500 as mortgage 
interest on loan borrowed. He 
came forward to disclose his 
affairs under the Scheme promul- 
gated by the Government of India 
recently and made all admissions. 
He made out his opening and 
closing Balance Sheets as under :— 








Assets. 
Rs 20,000 House property in Native State .. Rs. 30,000 
60,000 Shares 2 20,000 
Securities . ri 7 10,000 
Cash and Rank balances s 20,000 
Rs. 80,000 Rs. 80,000 
Assets. 
Rs. 50,000 Old bs .. Rs. 380,000 
»  93,70,000 Newly purchased .. » 1,656,000 
' Built House 40,000 
——-——Rs, 2,25,000 
Shares in Jt. Stock Companies 50,000 
Bonus shares received “ 5,000 
_ Loan advanced .. T .. 4, 1,00,000 
Cash on hand and bank balance .. ,, 40,000 
Rs. 4,20,000 Rs. 4,20,000 
as at Ist Kartak S.Y. 1997 Rs. 60,000 


Net value at cost of assets less liabilities as at Aso. S.Y. 2006 


Inerease in assets 


Premiums paid on single premium policies T 
Loss in financing concern in Native State .. 
Donations to Hospital and Mahatma Gandhi Memotial 


Add: (a) Household expenses 
(b) 
(c) 
(d) 
Fund : 
(e) Marriage expanses of Son . 
(f) Taxes paid. 


(g) 
(h) 


Loss) 


Loss in sale of shares aa secur ities. Gati: as Capital 


Mortgage interest vad (Wil be sewed seats. 


»» oy40,000 


Rs. 8,10,000 





Rs. 2,10,000 
,» 1,40,000 
5 30,000 
5 60,000 
3 15.0900 
P 48,114 
z 5,900 
, 4,500 Rs. 5,12,614 
Carried Over Rs. 8,22,614 





Profit on sale of shares sips eed to be treated as Capital 


Amount received on account of matured slie 


December, 1951. 
Less: (a) 
Gain) 
(b) Inheritance from udk 
(e) 
(d) Investment Income :— (Will be taxed). 
Interest and Dividend .. wd 
(e) Rents . 
(£) Bonus shares eee el 
(g) 


Chandla money received on the occasion of son’s 


EE a 


Less: Profits earned during S.Y. 1997 to 5.Y. 2006: 


Assessable Income 


Less: Disallowables 


Undisclosed income: 


Add: Other income not taxed:— 
Dividend and interest 
Less: Interest paid 


Income from properties 


Total income remained to be taxed 


After ascertaining. the income 
concealed in the above manner, 
the question will arise as to how 
to apportion it amongst the years 
during which the income was 


concealed. There are various 
methods of apportionment as 
follows :— 


(1) It may be spread over 
a number of years in equal 
proportion; 


(2) On the basis of the 
turnover of the respective 
years; 


On the basis of the actual 
increase of assets from 
year to year, by preparing 
intermediate annual capital 
statements; and 


On the basis of dates on 
which the cash deposits 
were made. . 


(4) 


In the above illustration. the 
concealed income of Rs. 4,68,014 
can be apportioned on one of the 
above basis. 


VII; PROBLEM IN INDIA 


Tax-evasion is a social disease 
in all the countries, and there 
have never been willing tax- 
payers anywhere. 


Like all other countries, India 
has the same problem of evasion 
of income-tax and consequent 
race between the tax-collector and 
the tax-dodger. 


“The unending competition in 
ingenuity between the tax- 
gatherer and the tax-evader has 
rendered the taxation statutes 
increasingly complicated. It has 
been repeatedly pointed out that 
the amendments made from 
time to time, directed as they 
frequently are to stopping an exit 
through the net of taxation fresh- 
ly disclosed, are too often framed 
without sufficient regard to the 
basic scheme upon which the Act 
originally rested. The scheme of 
the Act, as it stands today, is far 
from logical. It has been a case 
of make-shift patches, made at 


‘ undergone 
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Brought Forward .. Rs. 8,22,614 
Rs. 30,000 
5 20,060 
2 50.000 
- 20,000 
5 10,000 
j 5,000 
m 10,500 Rs. 1,45,500 
Rs. 6,77,114 
Rs. 2,44,000 
7 4,400 Rs. 2,39,600 
Rs. 4,387,014 
Rs 20,000 
mn 4,500 Rs. 15,500 
Rs. 10,000 
Rs. 4,68,014 


different times by different hands. 
The old machine still rolls groan- 
ing along its way with added 
complications though without 
actually breaking down’”—(In- 
troduction to Law and Practice of 
Income-taa—Kanga and Palkhi- 
walla). 


The Indian Income-lax Act of 
1922 is at present our basic Act. 
Through the course of years it has 
changes, sometimes 
minor and at other times major— 
among other times to stop the 
leakage of revenue. At present it 
has hardly anything of its own 
except the name. The major 
amendment was made in 1939 by 
the Income-tax (Amendment) Act 
VII of 1989 based on the Enquiry 
Report, 1986, of the Committee 
consisting of Khan Bahadur J. B. 
Vachha, C. W. Ayres and 
S. P. Chambers, 


In spite of continuous amend- 
ments of the basic Act, the problem 
of evasion continued and became 
more acute during World War II. 
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“About the middle of 1948, it 
came to the notice of the Board 
(ie., Central Board of Revenue) 
that considerable leakage of 
revenue was taking place in all 
Provinces owing to the under- 
assessment of contractors during 
the war years. This was ascribed 
chiefly to the fact that there was 
no machinery in the Income-tax 
Department for collecting and 
furnishing to the Income-tax 
Officers the necessary ‘intelligence’ 
in regard to the colossal profits 
that were being made by con- 
tractors in the altogether unprece- 
dented situation created by war. 
It was, therefore, decided to set 
up a Special Branch under the 
direction and control of the 
Director of Inspection (Income- 
tax) to do investigation and 
collation work in connection with 
the assessment of contractors in 
all Provinces. In order to collate 
the information, a collation 
branch was formed in Madras in 
1944, and this branch still con- 
tinues to work. It gets daily 
payment sheets from the Controller 
of Food, Delhi, Director-General of 
Purchases, ete. and all the dis- 
bursing officers under the Provin- 
cial Governments and Quasi- 
Government institutions such as 
Municipalities; the information 
is collated there and sent to the 
Income-tax Officers concerned. 


<A re-organisation of the 
Department was attempted in 
1946-47. It was then decided that 
each Commissioner of Income-tax 
should have a Special Investigation 
Branch attached to his office, i.e., 
in the Provincial headquarters 
cities. This branch was to do all 
the investigation work required 
in particular areas”. (/.1.C.R. 


p. 8), 


‘Even finding it as inadequate to 
cope with the evil of evasion, the 


Taxation Income (Investiga- 
tion Commission) Act XXX of 
1947 was passed. Under the said 
Act, the Income-tax Investigation 
Commission ` was appointed to— 


(a) investigate | and report to 
the Central Government on all 
matters relating to taxation on 
income with particular reference 
to the extent to which the existing 
law relating to and procedure for 
the assessment and collection of 
such taxation is adequate to pre- 
vent evasion thereof; and 


(b) investigate any cases re- 
ferred to it under section 5 and 


report thereon to the Central 
Government. 
To some, the Act seemed a 


panacea for the problem of eva- 
sion which, as.a symptom of 
wider evil, was eating into the 
very vitals of our society. To 
others, it reflected lack of that 
moral courage by which alone we 
can grapple with the evil, and that 
those guilty persons, those with 
no moral scruples who, day in 
and day out fatten upon the well- 
being of others, will continue for 
ever to flourish' with their ill- 
gotten gains. 


The Commission has published 
a very useful, instructive and 
interesting report. 


It has also investigated and is 
still investigating cases referred 
to it by the Central Government. 


It will not be out of place to set 
out briefly the procedure followed 
by the Commission in investiga- 
tion of cases referred to it. 


The procedure can he split into 
three stages: 


1. Notice on person whose 
case has been referred. 


2. Statement and particulars 
' to be set out. 


‘December, 1951. 


3. Final order of the Com- 


mission. 


I. The notice was sent out to 
the person in the following form: 


New Delhi, the........ 


Referred Case No,....:,. 


Sir/Madam, 


l. As your case has been 
referred to this Commission for 
investigation, please furnish the 
Commission with the following 
lists certified as shown at the 
end :— . 


(i) A complete list of the 
businesses or concerns, 


(other than Com” 
panies) in which you 
were interested (in 
whole or in part) 


whether carried on by 
- you or by other persons, 
and whether in your 
name or in any other 
name, during the whole 
or any part of the 
period commencing from 
1-1-89 to 31-12-1947. 


A list of the various 
kinds of account books, 
subsidiary books, regis- 
ters and memoranda 
(whether rough or 
fair) that used to be 
maintained by you or 
on your behalf or by 
your employees in con- 
nection with each of the 
business and concerns 
above referred to. 


A list of the kinds of 
accounts, subsidiary 
books, registers and 
memoranda that used 
to be maintained by you 


(il) 


(iii) 


December, 1951. 


or on your behalf during 
the period 1-1-1939 to 
31-12-1947 in connection 
with 


(a) your private estate 
and personal deal- 
ings, 


(b) your household ex- 
penses (including 
expenses of 
marriages and other 
special occasions). 


A complete list of the 
companies in which you 
held shares or had any 
interest during the 
whole or any part of 
the period 1-1-1989 to 
31-12-1947. 


Os codes BN de gc as ts aot gatas do hereby 
certify that the above is a true and 
correct statement. 


and 


(iv) 


Sigenature....... 


2. It is requested that the lists 
may be delivered in person to the 
Secretary to the Commission at 
his office in New Delhi or may he 
sent to his address by registered 
post so as to reach him not later 


Yours faithfully, 
Secretary.” 


‘The reply was required to be 
given in forms based on the notice. 


From these statements, the 
Commission ascertains the amount 
of income that has escaped assess- 
ment over the period and then 
apportions the same over the 
various years. The Commission 
then makes a report to the Central 
Government after its investiga- 
tions are over. 


Government, thereupon, passes 
an order under S. 8(2) of said 
Act in the following terms :— 


“After considering the Income- 
tax Investigation Commission’s 


> | 


report dated———__————on the 
Referred Case No.- of—— 
the Central Government here- 
by direct that appropriate assess- 
ment proceedings under the 
Indian Income-tax Act, 1922 and 
the Excess Profits Tax Act, 1940, 
will be taken against the 
sald ~with a view 
to assess or re-assess the follow- 
ing incomes that have escaped 
assessment. 


(1) Year, Rs. 
(2), i 


2. Without prejudice to the 
generality of the foregoing direc- 
tion, the Central Government 
further direct thet in the course 
of the said assessment or re- 
assessment proceedings, penalty 
proceedings for concealment of 
income shall be taken under Sec. 
28 of the Income-tax Act and Sec. 
16 of the Excess Profits Tax Act 
respectively. 


Sd/- 
Add. Sec. to the Govt. of India”. 








It is not uncommon that manv 
of the cases referred to the 
Income-Tax Investigation Com- 
mission have been ultimately 
settled on the tax-dodger agreeing 
to certain terms. .- 


It often takes the form of 


making an offer by the tax-dodger 


and ultimate acceptance by the 
Government. Hence, ‘Making an 
Offer’ is an important aspect in 
back duty cases. It is important 
to examine every case from tr^ 
legal point of view, but it does 
not always follow that the settle- 
ment should take into account the 
legal aspect only. 


“The ultimate object of a back 
duty investigation is to provide 
figures on which the settlement 
can be based............ Indeed 
it is often desirable for two 
different computations to he pre- 
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pared, one being based on 
Revenue figures and the other on 
the figures to which the tax-payer’s 
advisers are prepared to agree. It 
may be desirable to strike a 
happy medium between the two 
sets of figures in order to obtain 
a settlement which is not pre- 
judicial to the interests of the 
client. 


When the tax-payer’s advisers 
have agreed to the figures to be 
used as the basis of a settlement 
and have calculated the maximum 
financial obligations which may 
be expected of the client, it is then 
necessary to consider many 
factors which may serve to 
mitigate this maximum liability 
which mav appear to be very 
heavy”. (Taxation, 18th Nov. 
1948). 


The present financial position 
of the tax-payer, any set-backs in 
business after huge profits, the 
future position and all other 
mitigating circumstances should 
be carefully considered and pro- 
perly brought to the notice of the 
Department. The tax-payer’s 
business resources must not be so 
depleted that he is unable to meet. 
his normal trading requirements 
as they arise. 


In England, such a settlement 
takes effect only after the tax- 
payer gives a certificate to the 
effect that all his assets and 
income have been disclosed and 
a written undertaking, which 
forms a contract between the 
tax-payer and the Somerset 
House, the consideration being 
that penalty provisions are waived 
by the Revenue authorities. 


In India, the Investigation 
Commission has also followed a 
similar procedure. At the outset 
a statement as shown above is to 
be made. 
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When a case is settled, the 
folowing terms constitute the 
basis of settlement: 


“(1) It is agreed by that 
the’ income which escaped taxa- 
tion in the hands of the above- 
mentioned during the 
period to was Rs. 


(2) It is further agreed that 
the tax payable on the aforesaid 
amount of concealed income shall 
be 66-2/3% thereof, i.e, Rs. 


(3) It is further agreed by the 
assessee that the same shall be 
paid as per the following instal- 
ments :-— 


(4) It is also agreed that in 
ease of default payment of any 
of the aforesaid instalments, the 
whole amount of tax due and out- 
standing at the time under this 


settlement shall become imme- 
diately payable and shall be 
recoverable from the assessee 


parties to this settlement, with 
interest at 6% per annum from 
the date of such default. 


(5) It is further agreed that 
so long as any part of tax due 
under this settlement remains 
unpaid, no immoveable property 
belonging to shall be 
transferred or alienated in any 
manner whatsoever, except with 
the permission of the Commis- 
sioner of Income-tax and 
except for the purpose of pay- 
ment of the tax. 


(6) It is further agreed that in 
ease any other item of concealed 
income not disclosed and not taken 
into consideration by the Com- 
mission in its renort made in 
connection with this settlement 
comes to lirht in future. the Com- 
mission shall be free to report on 
and the Denartment to assess the 
same in accordance with law. 


(7) Tt is agreed on behalf. of 
the Central Government that on 


the assessees duly complying with 
the terms and conditions of this 
settlement, no proceedings by way 
of penalty shall be taken against 
them for non-disclosure of the 
income covered by this settlement, 
either before the Income-tax 
Department or before the Com- 
mission during the earlier stages 
of the Investigation.” 


The problem of evasion is not 
so simple as ‘envisaged. The 
result of the working of the Com- 
mission is not very encouraging. 
Probably the note of warning 
sounded by Myr. Griffiths in 
Parliamentary debates that the 
Bill showed a lack of moral 
courage by which alone the evi 
can he grappled with, may seem 
more true today than at that 
time, 


Latest in this, scheme of solu- 
tion of the problem of evasion is 
that of voluntary disclosures. 
Under the scheme all tax-payers 
making voluntary and quasi- 
voluntary disclosures before Sep- 
tember 30, 19515 will be allowed 
immunity from prosecution. In 
imposing anv ~ penalties, the 
Department will take into account 
all the mitigating circumstances 
including the speed with which 
such disclosures are made and the 
extent of co-operation received 
from the assessees. The assessee’s 
capacity to pav both the arrears 
nf tax and also the enrrent tax 
liabilities will ha taken into 
secount while fixine the neriod 
allowed for navment and also the 
rate of instalments. 


To ensure the success of such a 
scheme what is reauired is a 
whole-hearted meagnre which can 
insnire confidence into the tax- 
navine commnunitv The neriod 
fixed nnder tha oricinal acheme 
wea very short ag 
extensions from time to time till 


snhsemient 
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the 30th September 1951 prove 
it. 


It should be given wide publi- 
city—not merely the scheme but 
also its working from month to 
month setting out the facts of vari- 
ous cases and the treatment given 
in respect of each of them. 


It is very essential that results 
of departmental action in various 
cases should be made available to 
the public and specially autho- 
rised Representatives under the 
Act, whereby co-operation of the 
public can be secured. 


In England, the practice 
followed by the Board of Inland 
Revenue is as follows:— | 


“When the taxpayer takes the 
initiative and voluntarily discloses 
the fact of his past frauds and 
their full extent, and is also pre- 
pared to facilitate investigations 
and to furnish full evidence (in- 
cluding not only the business 
books and records but also private 
bank books) as may be required 
on behalf of the Board as to the 
amount of correct liability the 
Board will not institute criminal 
proceedings, but will accept a 
pecuniary settlement. 


Cases not infrequently arise in 
which a disclosure though in a 
sense voluntary is not made on 
the initiative of the tax-payer. 


For example, the tax-payer mav 
have been requested to furnish 
accounts or further narticularg in 
connection with accounts alreadv 
rendered, or the nroduction of 
hooks mav have been suecested. 
Tf in sneh a ease. the taxnaver 
forthwith comes forward with a 
fill and frank disclosure of nast 
franda, thiq would he aeeented hv 
the Board as eauivalent to a 
voluntary disclosure to the extent 
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that the Board would not institute 
criminal preceedings, but would 
accept a pecuniary settlement. 
The condition indicated above as 
to a full investigation and the 
production of evidence would 
apply, of course, equally to these 
cases, 


. The pecuniary settlement which 
the Board will be prepared to 
accept will be determined by 
reference to the circumstances of 
the individual case, and will in no 
case exceed the full amount of 
unassessed duties for the whole 
period (whether additional assess- 
ments are or are not competent) 
plus the pecuniary penalties for 
which proceedings might be 
taken. -Due regard will be had to 
the tax-payer’s means, not only in 
determining the amount of the 
sum to be accepted in settlement 
but also in fixing the date or 
dates of payment. 


Normally, the Board will feel 
justified in accepting in cases 
where the disclosure is purely 
voluntary, i.e., made on the initia- 
tive of the tax-payer, a smaller 
sum by way of penalty than 
would be required if the disclosure 
had not been spontaneous but had 
followed upon an enquiry by the 
Inspector. 


In some cases of voluntary or 
quasi-voluntary disclosures, it has 
been found that the tax-payer 
has in past years furnished false 
and fraudulent particulars ir. 
reply to enquiries which have 
been made by the Inspector and 
have been treated as closed. In 
such cases the Board do not refuse 
to accept a voluntary settlement 
in the event of a voluntary dis- 
closure or quasi-voluntary dis- 
closure following upon fresh 
enquiry, The previous fraudulent 
reply would, however, be regarded 
as a relevant circumstance in 


determining the amount to be 
paid by way of penalty”. 


“As the section (viz. 84) indi- 
cates, the Commissioners have a 
general power under which they 
can accept pecuniary setttlements 
instead of instituting criminal 
proceedings in respect of fraud or 
wilful default alleged to have 
been committed by a tax-payer. 
They can, however, give no under- 
taking to a tax-payer in any such 
case that they will accept such a 
settlement and refrain from insti- 
tuting criminal proceedings even 
if the-case is one in which the 
tax-payer has made full confes- 
sion and has given full facilities 
for investigation of the facts 
They reserve to themselves com- 
plete discretion in all cases as tu 
the course which they will pursue 
but it is their practice to be influ- 
enced by the fact that the tax 
payer has made full confession 
and has given full facilities for 
investigation into his affairs and 
for examination of such books, 
papers, documents or information 
as the Commissioners may con- 
sider necessary. 


The whole spirit of the practice 
of voluntary disclosure, as well 
as its letter, is directed to cases 
in which the action of the tax- 
payer indicates a genuine desire 
on his part to make a full and 


frank and complete disclosure at. 


the earliest possible moment, and 
not in cases in which he employed 
all his ingenuity to mislead. and 
deceive the Inspector, and at lasi 
realises that the Inspector will 
not be satisfied with anything 
less than the production of every 
relevant book and document’— 
Staples, p. 117. 


VIII. AUTHORISED REPRESENTA- 
TIVE AND BACK DUTY CASES 


An obvious question is as re- 
gards our duty as authorised 
representative of a tax-payer, 
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“The Accountant has a difficult 
role to carry out and the utmost 
of his tact and sympathy and 
level-headedness will be called into 
play if he is successfully to filful 
his obligations equally to his 
client, his profession and the Ex- 
chequer. The client will almost 
invariably be very resentful at the 
whole affair, inclined to unneces- 
sary and dangerous reticence, 
suspicious of the direction in 
which his adviser’s sympathies 
lie, and prone to an attitude of 
passive resistance. As a pro- 
fessional man, the practitioner 
will need no emphasis laid on the 
responsibility resting on him to 
see that comprehensive and 
accurate data are supplied to the 
Inspector, while still remember- 
ing that in the first instance it is 
his client who has full title to the 
maximum of his effort, consistent 
with a fine sense of ethical justice 
in reducing the final bill levied by 
the Revenue. To the Exchequer, 
regarded as the national purse, 
the situation demands adequate 
compensation to rectify the wrong 
that the client’s under-npayments 
have inflicted upon the rest of the 
community”. (Staples, p. 60). 


The interesting question that 
arises at the outset is whether an 
authorised representative of a 
tax-payer is bound to disclose all 
information he has acquired in 
course of his professional engage- 
ment. Can the Income-tax autho- 
rity examine him on oath under 
Sec. 87 of the Income-tax act? 


An authorised representative in 
course of his professional capacity 
might discover that certain in- 
come has escaped assessment or 
is so informed by the tax-payer. 
Practitioners might feel a conflict 
between the interest of the client 
and his duty to the State. 
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- Under Sec. 37 of the Act, power 
of an authority to summon and 
examine on oath a witness is the 
same as that of a Court under the 
Civil Procedure Code. Hence it 
becomes necessary to ascertain 
the powers of a Court under the 
Civil Procedure Code. 


Under the Civil Procedure 
Gode, the Court has power to 
Summon any person as witness 
and call upon him to give evidence 
on oath. However, this power is 
subject to Sec. 126 of the Indian 
Evidence Act, which reads as 
follows: 


“No barrister, attorney, pleader 
or vakil shall at any time be 
permitted unless with his client’s 
express consent, to disclose any 
-communication made to him in the 
course and for the purpose of his 
employment as such barrister, 
pleader, attorney or vakil by or on 
behalf of his client, or to state 
the contents or condition -of any 
document with which he has 
become acquainted in the course 
and for the purpose of his pro- 
fessional employment or to dis- 
close any advice given by him to 
his client in the course and for 
the purpose of such employment. 


Provided that nothing in this 


section shall protect’ from 
- disclosure— 
(1) any such communication 


made in furtherance of any illegal 
purpose; l , 

(2) any fact observed by any 
barrister, pleader, attorney or 
vakil in the course of his employ- 
ment as such showing that any 
crime or fraud has been com- 
mitted in the commencement of 
his employment. 


It is immaterial whether the 
attention of such _ barrister, 
pleader, attorney or vakil was or 


was not directed to such fact by 
or on behalf of his client. 


Explanation: The obligation 
stated in this section continues 
after the employment has ceased”. 


Hence a Court can compel any 
one of the abovementioned 
persons to give evidence if the 
matter falls outside the limits 
prescribed by the, section. Within 
these limits that person is prohi- 
bited from giving evidence. It is 
not a matter of his choice. 


Now the question is whether 
an authorised representative falls 
within the category of ‘any such 
person’. Obviously an authorised 
representative who is either a 
Chartered Accountant or Income- 
tax practitioner, is not a Barris- 


ter, Attorney or a Vakil. Is hea 
Pleader? 
Word ‘Pleader’ is defined in 


Sec. 2 of the Civil ‘Procedure Code 
as any person entitled to appear 
and plead for another in a Court 
and includes an advocate, a vakil 
and an attorney. Therefore, is a 
Chartered Accountant a person 
entitled to appear and plead 
before a Court? 


There is no doubt that Income- 
tax authority is a Court, and Sec. 
61 of the Incomettax Act makes 
it clear that a Chartered Account- 
ant is entitled to appear and plead 
before such authority. 


Hence Chartered Accountant is 
a pleader within‘ the meaning of 
Sec, 126 of the Indian Evidence 
Act so far as income-tax proceed- 
ings are concerned. Hence he is 
prohibited from giving evidence 
within the limits specified in that 
section. To that extent he cannot 
disclose such information. “His 
duty, as a citizen seems completely 
fulfilled if the practitioner 
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draws the attention of his client 
to the under-assessments dis- 
covered, and uses whatever 
arguments he can produce to 
make his client disclose the matter 
to the proper authority. His 
honour as a citizen is probably 
satisfied if in default of disclosure 
to the authorities, he refused to 
work further for his client’”’.— 
Staples, p. 108. 


It may be, however, noted that 
Clause 38 of the Bill which seeks 
to substitute a new section for the 
present section 87, by its clause 
(c), purports to set at nought 
this prohibition and to that extent 
the position will be different. 


Of equal interest is the question 
whether an accountant’s working 
papers are his own property. 


“The question sometimes arises 
as to whether the accountant’s 
working papers are his own 
property, and in the case heard 
by the Supreme Court of Massa- 
chusetts of Ipswich Mills v. 
Wiliam Dillon and Another, it 
was held that the auditor is the 
absolute owner of all his working 
papers. In the case of Sockock- 
insky v. Bright, Graham & Co. 
(1938), it was held that, as the 
auditor is not an agent-of his 
client, any correspondence or 
working papers are the property 
of the auditor”. (Staples, p. 125). 


Now, the first duty as an autho- 
rised representative is to collect 
all information and to submit a 
true and correct return of the 
client’s income. In fact, the 
amendment proposed in Sec. 28 
of the Act by the Income-tax 
(Amendment) Bill 1951, seeks to 
penalise any person who abets any 
person to submit an incorrect 
return, either negligently or deli- 
berately. It is similar to Sec. 7 
of the Perjury Act of 1911 in 
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England, which is applicable to 
Income-tax. 


The second stage is when an 
accountant comes on .the scene 
after’ a return has been made. 
Evasion may be found either by 
the Department itself or may be 
disclosed by the client or discover- 
ed by the Accountant, 


If it is the Department which 
sets the ball rolling, the account- 
ant’s task is more difficult. 


He has first to visualise exactly 
what can be the worst against his 
client, then acquaint the willy- 
nilly client with the true picture 
of the same and persuade him to 
disclose all possible information 
to explain the past acts. 


The accountant has then to find 
out if evasion has been innocent, 
negligent or deliberate and wilful. 


Since it is the Department 
which has started the proceed- 
ings, presumption is very heavy 
against the tax-payer and it will 
call for all the tact, ability and 
watchfulness of an accountant to 
bring round the Department to 
accept certain terms of settlement 
he proposes. 


The difficulty will be still 
greater in case of a deceased 
person for the man is not present 
to explain why the income was 
not shown in his return. 


The duty of the accountant is 
to present a true and complete 
picture of his client’s case, bring- 
ing out clearly and intelligently 
- all the mitigating circumstances in 
his client’s favour and secure as 
less a penalty as possible, 


Where the case is of volun- 
tary disclosure, the approach is 
relatively easier. It is an act of 


purification and no matter what 
the intentions were, there is. a 
desire to make amends for the 
past evasion, 


The accountants’ duty is not to 
make a return of voluntary dis- 
closure and then to keep back 
something. It should be a clean 
confession with an intention to 
start again with a clean slate. 


If the accountant finds out 
evasion in the course of his duties 
as a professional adviser, his 
duty is as described above. 


Where a settlement has fallen 
through or no settlement is 
possible and the case reaches the 
stage where criminal proceedings 
are definitely to be taken, it would 
be advisable to. seek proper legal 
advice and act according to it. 


IX. Conclusion 


The problem of evasion is as 
old as the tax itself. 


“Experience teaches us, on the 
one hand, that to ensure the 
success of any tax the public must 
have confidence that the law is 
being impartially and firmly ad- 
ministered, and that evasion 
and fraud are carefully guard- 
ed against and severely punished 
when discovered; on the other 
hand, it is ,equally vital to 
abstain from administrative acts 
and methods that would hamper 
or irritate industry and make the 
tax so unpopular as to destroy 
that general goodwill which is 
essential if the tax is to vield its 
full quota to the Revenue”—/royal 
Commission on Income-tax. 


The approach to the problem 
can be made in the following three 
ways :—- i 


(1) Improvement in system 
of taxation. 
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(2) Improvement in admi- 
- nistration. 


(3) Change in attitude of 
tax-payers. 


(1) Improvement in System of 
Taxation. 


“Taxes” said Mr. Justice 
Holmes, “are what we pay for 
civilised society”. Hence it is fair 
that payment should be in propor- 
tion to the benefits conferred by 
the civilisation. The system of 
taxation should be just and equit- 
able in its incidence. 


In the United Kingdom, the 
Tucker Committee’s report on. the 
taxation of trading profits has 
been published. Their inquiry was 
intended to be the first stage in a 
general review of the whole 
system of taxation of profits and 
income. The United Kingdom 
Government have set up a Royal 
Commission in January 1951 
under the Chairmanship of the 
Rt. Hon’ble Lord Justice Cohen. 


It is submitted that appoint- 
ment of a similar Commission is 
long overdue in India. It should 
consider the incidence and defects 
of taxation and whether for 
purposes of national economy, the 
present system is the best way of 
raising the required revenue from 
the taxation of profits and income, 
due regard being paid to the 
points of view of the tax-payer 
and the Exchequer. 


Another aspect is that the inci- 
dence, even though equal on all 
citizens, should not be raised to a 
point where the temptation, if not 
entirely eliminated, will at least 
be less compelling. Probablv high 
rates have come to stay. But high 
rates which ignore completely the 
economic aspect of life and tend 
to make even honest people dis- 
honest should not be permitted. 
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Sufficient provision must be made 
in law to ascertain the paying 
capacity in relation to the earn- 
ing capacity of the tax-payer. 


While we fully realise the vital 
importance of everything possible 
being done to put ourselves in a 
position of defending ourselves 
against aggression, nothing is 
more certain than that industry 
cannot possibly stand the present 
taxation burden and remain 
prosperous. 


The only way out of this finan- 
cial impasse is through a real 
measure of Government economy. 


The third is the simplification 
of the statute. A prominent ten- 
dency of Legislature is to compli- 
cate law to an extent that it knows 
not what it has done. Even lawyers 
find it ‘difficult, if not impossible, 
to keep abreast of all legislative 
enactments and to comprehend 
fully their implications. A 
heavily-burdened tax-payer, try- 
ing to make both ends meet by 
stretching the ends to a breaking- 
point, would naturally feel the 
payment of tax the last straw on 
his back. To such a tax-payer, the 
income-tax law is a maze through 
which he can hardly find his way. 


In India, all these aspects 
deserve due attention by the 
Government. Not merely should 


the Indian Income-tax Act be re- 
drafted in a simpler way, but the 
burden should be made more 
equitable as far as it is possible 
and proper guidance should be 
available to all tax-payers who so 
desire. 


(2) Improvement in Administra- 
tion 

. The administration, as seen 
above, has also its share in eva- 
sion of income. The following 


improvements in administration 
may help to relieve the problem of 
evasion: 


(a) Honest and expedient 
assessments, 

(b) Powers of Income-tax 
authorities. 


(c) Penalties under the 


Income-tax Act, 


(a) Honest and Expedient Assess- 
ments 


Further, honest, consistent and 
expeditious administration will 
secure voluntary observance of 
tax laws by tax-payers. 


At present, there is a canspicu- 
ous lack of that human touch in 
Tax-Collectors. We do not have 
an instance where a tax-payer is 
astounded to receive a cheque 
from the Department with a letter 
almost apologetically explaining 
that he has been over-charged in 
some period far behind and here 
was the refund or an official send- 
ing a polite note asking the tax- 
payer to correct a mistake. 


The practice followed by Inland 
Revenue of drawing attention of 
tax-payers that they may be 
entitled to some relief not claimed 
or that there is re-payment due to 
them should be greatly develop- 
ed and extended in our country. 


(b) Powers of Incomc-tax Autho- 
vittes 

Next is the ‘powers of the 
authorities’. The Royal Com- 
mission on Income-tax observed 
as follows :— 


“We are perfectly convinced 
that with the present rates of 
tax. ads the hands of the autho- 
rities must be strengthened in 


` their difficult task of discovering 


inaccuracies, if any serious effort 
is to be made to counteract the 
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enormous. temptation that besets 
the weak tax-payer and to collect 
any large proportion of the tax 
that now escapes assessment”. 


Probably this seems to be the 
advice heeded by the framers of 
the Indian Income-tax (Amend- 
ment) Bill, 1951. To the criticism 
made by various people, reply is 
to be found in the Report of the 
Royal Commission on Income-tax 
as follows: 


“It is, we fear, inevitable that 
suggestions which tend to 
strengthen the administration will 
meet with a certain amount of 
opposition, some of it genuine, 
though much of it unworthy, and 
proceeding from persons whose 
sense of citizenship is imperfectly 
developed, But we cannot lose 
sight of the fact that the Govern- 
ment is in effect a partner, so far 
as the appropriation of profits is 
concerned, in every business to the 
extent of anything upto 50 per 
cent, as regards income-tax and 
super-tax alone, and the powers 
we have suggested for the verifi- 
cation of returns would certainly 
be admitted to be reasonable for 
any partner in a firm who desired 
to ensure that a correct appropria- 
tion of profits should be made to 
his own personal account”. 


(c) Penalties under the Income- 
tax Act 


Final is the penalty provisions. 
The object of penalty in income- 
tax is twofold—punitive and 
deterrent. 


“You must suffer punishment 
provided by law, not only because- 
your conduct deserves punish- 
ment, but that others may know 
that if they attempt to defraud 
the Revenue in the way that you 
have done they would suffer a like 
fate”. (Mr. Justice Macnaughten). 
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“People must be made to under- 
stand that if they defraud the 
Revenue, they are committing a 
mean and despicable offence 
against everyone of their fellow 
tax-payers and should be made to 
feel the ignominy and disgrace 
attaching to the crime com- 
mitted”. (Evidence of an eminent 
lawyer before the Royal Com- 
mission on Income-tax). 


(8) Change in the Attitude of the 
Tax-payer 


On the part of tax-payer is 
required a proper understanding 
and a sense of public duty. 


Every tax-payer must realise 
{hat his duty as a citizen comes 
first before any other thing. No 
state can progress without the 
co-operation of its own citizens. 
A State must need funds for 
giving effect to all it embodies and 
stands for. A State has not the 
Alladin’s Lamp to bring funds 
from nowhere. It must come only 
from its own citizens whose wel- 
fare is the prime object of the 
State. 


Once it is realised that the 
State, whether nation or world, is 
an essential condition of an indi- 
vidual’s well-being, taxation 
should not be regarded as a 
burden or a liability to be avoided 
or shirked. Tax-dodgers should 
not be regarded with respect. 
Tax-dodging should not be a 
fashion to be imitated or followed. 
People must realise that a tax- 
dodger is not a good citizen and 
that tax-dodging is not a game at 
which honest and good citizens 
should play. 


In India, the problem of evasion 
has another important aspect. We 
have the problem of war profits 
‘which go on assuming all sorts of 
forms. As against this, we have 


achieved independence. We arè & 
Sovereign Democratic Republic of 
over two years in standing. Our 
country is still in its infancy and 
it wants to rise to heights 
undreamt of in the past. 


We have a Constitution which 
holds out a hope and a promise to 
all its citizens. It starts with a 
preamble to secure to all citizens 
of India, justice,. social, economic 
and political, Liberty of thought, 
expression, belief, faith and wor- 
ship, Equality of status and of 
opportunity and to promote 
among them all Fraternity assur- 
ing the dignity of the individual 
and the unity of the Nation. 


To a tax-payer too it has its own 
message. Every tax-payer has a 
right to equality. It is for a 
political scientist to unravel the 
implications of equality. How- 
ever, it should satisfy a tax-payer 
to note that tax policy of the 
Government of India is an useful 
instrument in redistribution of 
income of the nation so that 
wealth in the hands of individuals 
will be regarded as _ Society’s 
appreciation of his services to the 
nation. It will help to secure a 
Civic minimum, as Harold Laski 
puts it, for all of us before any of 
us can have luxuries. Aided by 
changes in law of inheritance and 
succession, death duties and other 
measures, it will mark the dis- 
appearance of the worst tyranny 
—that of man over man—from 
cur society. 


It casts a social duty on all tax- 
payers not to conceal their in- 
come, either with or without the 
commendable exercise of in- 
genuity of professional gentlemen. 
Every tax-dodger should realise 
the ignominy and disgrace attach- 
ed to the crime he has committed 
not only against the Revenue but 
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ugdinst everyone of his fellow 
citizens. 

The duty does not end with the 
payment of tax due. “Educated 
people in our country who contri- 
buted so much to the dawn 
of our freedom, can contri- 
bute equally to the dawn of publie 
conscience by their example and 
their actions. If, for instance, the 
Accountants can make it their 
creed not to assist an assessee 
whom they suspect of trying to 
evade tax or if the lawyers will 
refuse to give advice when it is 
sought for purpose of tax evasion, 
the defrauder will be either 
thrown on his own resources of 
skill which cannot be large or be 
driven to inefficient advice with 
the result that he will soon find it 
‘a bad business’. If Associations 
of business interests will refuse to 
elect to positions of trust or of 
honour persons who have been 
either penalised or prosecuted for 
evasion of taxes, no prominent 
businessmen will venture to 
evade.” (Income-tax Investigation 
Commissions Report, page 201). 


If price of evasion is not mere 
payment of penalty òr punishment 
but a social ostracism and loss of 
good name in a society, ‘the tax- 
evader will soon find the soil of 
this country unhelpful and unpro- 
pitious to him’, | 


Every one of us has a duty to 
our country and everyone of us 
can contribute something to the 
development of this country and 
can help to make India a better, 
happier and amore prosperous 
land. This country has before it 
a great, prosperous and happy 
future, provided and only pro- 
vided that that future can be 
established on the basis, which is 
the only basis on which a State 
can endure, of a firm morality on 
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the part of its private citizens and 
of a determination on the part of 
the Government to take such steps 
and to -enact such legislation as 
will ensure that that morality is 
respected. 


Our Constitution holds out a 
message of hope and faith to all 


Commissioner of Income-tax. 


Affirming the decision of the 
Bombay High Court reported in 
17 I.T.R. 595 the Supreme Court 
held in this case that the expendi- 
ture incurred by Finlay Mills Ltd. 
in getting registered for the first 
time its trade marks which were 
not in use prior to 25th February, 
1987 is revenue expenditure allow- 
able under Section 10 (2) (xv) of 
the Income-tax Act. 


It was observed by the Lord 
Chancellor in British Insulated 
and Helsby Cables Ltd. v. Ather- 
ton (1926) A.C. 205 that when an 
expenditure is made not only once 
and for all but with a view to 
bringing into existence an asset or 
an advantage for the enduring 
benefit of a trade there is good 
reason for treating such an ex- 
penditure as properly attributable 
not to revenue but capital. The 
Department did not contend that 
by the Trade Marks Act a new 
asset came into existence but it 
was contended that an advantage 
of an enduring nature had come 
into existence. Rejecting this 
contention, the Supreme Court 
observed thus: “By registration, 
the owner is absolved from the 
obligation to prove his ownership 
of the trade mark. It is treated 


a * * 


Bentleys, 


The appellant firm carried on 
the profession of solicitors in 


Stokes und Lowtless v. 


of us, including the tax-payers. It 
ensures that fundamental prin- 
ciples governing all policies 
including the tax-policy, shall be 
to secure in reality the preamble 
to the Constitution. Time alone 
can say how far this will be done. 
The Constitution is after all man- 
made and like us, it has its defects 
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us prima facie proved on produc- 
tion of the registration certificate. 
It thus merely saves him the 
trouble of leading evidence, in the 
event of a suit, in a court of law, 
to prove his title to the trade mark. 
It has been said that registration 
is in the nature of collateral secu- 
rity furnishing the trader with a 
cheaper and more direct remedy 
against infringers. Cancel the re- 
gistration and he has still his 
right enforceable at common law 
to restrain the piracy of his trade 
mark. In our opinion, this is 
neither such an asset nor an ad- 
vantage so as to make payment 
for its registration a capital ex- 
penditure. In this connection it 
may be useful to notice that ex- 
penditure incurred by a company 
in defending title to property is 
not considered expense of a capital 
nature. In Southern (H.M. 
Inspector of Tares) v. Borax 
Consolidated Limited, it is stated 
that where a sum of money is laid 
out for the acquisition or the im- 
provement of a fixed capital asset 
it is attributable to capital. but 
if no alteration is made in the 
fixed capital asset by the payment, 
then it is properly attributed to 
revenue, being in substance a 
matter of maintenance, the main- 
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Beeson (H.M. Inspector of Taxes) 


partnership and was comprised of 
two partners. It had been the 


‘ducing character. 
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end draw-backs. If we fail, no 
Constitution can help us. If we 
are determined, we can bring back 
the glory that was Ind. 


Tax-payers form an important 
part of nation’s life. 
how they rise to the occasion, 


Let us see 


Bombay v. Finlay Mills Limited (1951) 20 1.T.R. 475. 


tenance of the capital structure or 
the capital asset of the company. 
In our opinion, the advantage de- 
rived by the owner of the trade 
mark by registration falls within 
this class of expenditure. The 
fact that a trade mark after re- 
gistration could be separately 
assigned, and not as a part of the 
goodwill of the business only, does 
not also make the expenditure for 
registration a capital expenditure. 
This is only an additional and in- 
cidental facility given to the owner 
of the trade mark. It adds noth- 
ing to the trade mark itself.” 


In the judgment of the High 
Court some emphasis was laid on 
the fact that by reason of registra- 
tion the duration of the trade mark 
is only for seven years and it does 
not thus possess that permanency 
which is ordinarily required of an 
expenditure to make it a capital 
expenditure and in order to prove 
the existence of a benefit of an en- 
On behalf of 
the Department it was contended 
that this view was unsound, but 
the Supreme Court rejected this 
contention and held that the deci- 
sion of the High Court was 
correct. 


* * % 


(1951) 2 All England Reports 667. 


custom for some years past for 
the partners, acting on behalf of 
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the firm to incur expenses in enter- 
taining existing clients. by giving 
lunches at a social club and at 
various restaurants apart from 
one or two dinners. By giving 
the clients lunches, during which 
the business in hand was discuss- 
ed, the remainder of the day could 
be devoted by the partners to the 
firm’s routine work at the office. 
If the partners had decided to 
hold interviews solely at their 
office certain clients might have 
been lost. In all cases the legal 
advice given to clients at lunch 
was charged to them in the normal 
way but the cost never included 
the entertainment expenses which 
were charged as an expense in the 
firm’s profit and loss account under 
the heading: “Expenses incurred 
not diréctly chargeable to clients.” 
These expenses included the cost 
of the partner’s entertainment 
while entertaining clients. The 
Inspector of Taxes disallowed 
these expenses in computing the 
profit of the firm and the commis- 
sioners confirmed the decision. 


In appeal, the Court upheld the 
firm’s contention that these ex- 
penses should be deducted in com- 
puting their profits. Rule 3 (a) 
of the Rules Applicable to casa I 
and II of Schedule D provided as 
follows:—“In computing the 
amount of the profits or gains to 
be charged, no sum shall be de- 
ducted in respect of—(a) any 
disbursements or expenses not 
being money wholly and exclusive- 
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Commissioner of 
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Excess Profits 


The assessee, a manufacturer 
of silk cloth had installed a plant 
for dyeing silk yarn as a part of 
its business. During the relevant 
chargeable accounting period 
owing to difficulty in obtaining 
silk yarn on account of the war it 
could make no use of this plant 


ly laid out or expended for the 
purposes of the trade, profession, 
employment or vocation.” One of 
the reasons given by the commis- 
sioners for not allowing the ex- 
penditure was that it was not 
necessa y for the purpose of trans- 
acting Lhe business in hand or for 
the profession generally. Com- 
menting on this point the court 
held that it was not essential for 
the subject to prove that the parti- 
cular expenditure was neccessary 
in the strict sense of the word for 
the purpose of transacting the 
business. 


The second reason given by the 
commissioners was that they could 
not conclude that the expenses in 
question were expended solely for 
the purpose of the profession and 
were entirely divorced from the 
element of hospitality and the re- 
lationship of host and guest. On 
this point Roxburgh J. observed 
as follows: “I cannot myself see 
much difference between entertain- 
m2nt and hospitality. If once 
hospitality arises, then the rela- 
tionship of host and guest follows 
as a matter of course. It seems to 
me that the commissioners have 
said that these entertainment ex- 
Lenses were not incurred solely 
for the purposes of the profession 
because they were in some sense 
entertainment expenses. Thus 
stated, it would show that their 
argument moves’ in a circle, but, 
of course, I am not going to leave 


the matter there. As nobody 
ba * 4 
EXCESS PROFITS TAX 

Tax, Bombay City V. Shri 


(1951) 20 LT.R. 451. 


which therefore remained idle for 
sometime. It was hence let out 
on rent. The' question arose 
whether the rent was profit from 
business liable to excess profits 
tax. The Bombay High Court 
held that it was not, See (1948) 
16 LT.R. 98, The Commissioner 
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attended these lunches except a 
client and a member of the firm, 
for whose advice, given during the 
actual lunch, the firm received 
payment, there would appear to be 
little scope for any purpose in the 
disbursement other than a profes- 
sional purpose. What other pur- 
pos: could there be? The only 
other purpose which has been 
suggested is hospitality (if one 
has regard to the Case Stated or 
to the arguments which have been 
submitted to me on behalf of the 
Crown), but surely that is begging 
the question. Exy,enditure on 
hospitality, coupled with advice 
for which a fee is charged, looks 
to me like expenditure for a pro- 
fessional purpose. It seems to me 
that it is no less a professional 
purpose merely because it involves 
an element of hospitality. That 
element does not necessarily viti- 
ate the exclusive business pur- 
pose.” 


On the evidence the court found 
that the transaction was one single 
transaction embarked on for busi- 
ne3s or professional purposes 
solely and exclusively. No doubt 
the parlner who attended the lunch 
got his midday sustenance without 
the obligation to Lay for it. The 
Court observed that this could not 
be a sufficient reason for holding 
that a transaction which was from 
every other point of view a busi- 
ness transaction lacked that 
characteristic in any degree what- 
ever. 


Lakshmi Silk Mills Limited 
appealed to the Supreme’ Court. 
The Supreme Court reversed the 
decision of the Bombay High 
Court and held that the amount 
was profit from business liable to 
excess profits tax. Mahajan J. 
observed as follows in hbis 
judgment: “The High Court was 
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in error in endrafting a proviso on 
the rule deduced by it from the 
authorities considered by it, to 
the effect that a commercial asset 
of a business concern which yields 
income must at the time it was let 
out be in a condition to be used 
as a commercial asset by the 
assessee himself. We respectfully 
concur in the opinion of the learn- 
ed Chief Justice that if the com- 
mercial asset is not capable of 
being used as such, then its being 
let out to others does not result in 
an income which is the income of 
the business but we cannot accept 
the view that an asset which was 
acquired and used for the purpose 
of the business ceased to be a 
commercial asset of that business 
as soon as it was temporarily put 
out of use or let out to another 
person for use in his business or 
trade. The yield of income by a 
commercial asset is the profit of 
the business irrespective of the 
manner in which that asset is ex- 
ploited by the owner of the busi- 
ness. He is entitled to exploit it 
to his best advantage and he may 
do so either by using it himself 
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Parry & Co. Limited, Madras Y. 


The company had an old build- 
ing in which it was carrying on 
its business. To meet its growing 
needs and with a view perhaps to 
expand its business, it constructed 
a new building. After completing 
the construction of the building, 
the company had occupied only 
about a half of the building for 
its business and used one half of 
the old building as its godowns. 
One half of the new building and 
one half of the old were let out 
to various persons. In assessing 
the company to excess profits tax, 
the Excess Profits Tax Officer did 
not include the rental income in 
the company’s profits from busi- 
ness and also excluded half the 


personally or by letting it out to 
somebody else. Suppose, for 
instance, in a manufacturing 
concern the use of its plant and 
machinery can advantageously be 
made owing to paucity of raw 
materials only for six hours in a 
working day, and in order to get 
the best yield out of it, another 
person who has got the requisite 
raw materials is allowed to use it 
as a licensee on payment of certain 
consideration for three hours; can 
it be said in such a situation with 
any justification that the amount 
realized from the licensee is not 
a part of the business income of 
the licensor. In this case the com- 
pany was incorporated purely as 
a manufacturing concern with the 
object of making profit. It in- 
stalled plant and machinery for 
the purpose of its business, and 
it was open to it if at any time it 
found that any part of its plant 
“for the time being” could not be 
advantageously employed for 
earning profit by the company 
itself, to earn profit by leasing it 
to somebody else. It is difficult 
to hold that the income thus 
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Commissioner of Income-tax & 
(1951) 20 LT.R. 504 


cost of the two buildings from the 
capital employed in the business. 


It was contended on behalf of 
the assessee that the memorandum 
of association of the company 
authorized it to acquire real or 
personal property and to sell or 
dispose of or otherwise deal with 
the undertaking of the company 
or any part thereof upon such 
terms as the company may deem 
fit and to sell, improve, manage, 
develop, exchange, lease, dispose 
of, turn to account or otherwise 
deal with all or any part of the 
property and that therefore the 
construction of the buildings and 
the letting of the buildings for 
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earned by the commercial asset is 
not income from the business of 
the company that has been solely 
incorporated for the purpose of 
doing business and earning 
profits. There is no material 
whatever for taking the view that 
the assessee company was incor- 
porated with any other object than 
of carrying on business or trade. 
Owning properties and letting 
them was not a purpose for which 
it was formed and that being so, 
the disputed income cannot be 
said to fall under any section of 
the Indian Income-tax Act other 
than Section 10. Cases of under- 
takings of this nature stand on an 
entirely different footing and are 
distinguishable from cases of 
individuals or companies acquiring 
lands or huildings and making 
income by letting them on hire. 
These latter cases may legiti- 
mately fall under the specific pro- 
visions of Section 9 or Section 12, 
though the High Courts in this 
country are by no means unani- 
mous on this subject; but for the 
purpose of this case it is unneces- 
sary to resolve that conflict”, 
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E«cess Profits Tax, Madras. 


rent was part of the business of 
the company and therefore the 
capital invested for the construc- 
tion of the building and the in- 
come derived therefrom must he 
taken into consideration for the 
purpose of arriving at the capital 
and profits under the Excess 
Profits Tax Act. The Madras 
High Court did not accept this 
contention but held that the right 
to purchase, take on lease or in 
exchange or on hire or otherwise 
acquire any real or personal pro- 
perty was restricted by the 
relevant clause in the memoran- 
dum of association only for the 
purpose of its business and there- 
fore it could not be said that the 
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acquisition of the property con- 
stituted a business of the company 
within the meaning of the memo- 


* * * 


randum of association. Acquisi- 
tion of property for the purposes 
of the business, the court 
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L. N. Gadodia and Co, v. Commissioner of Income-tax, United 


The assessee firm was the sell- 
ing agents of a textile mill. The 
agency agreement provided that 
all sales were to be effected by the 
assessee at current market rate 
subject to the !approval of the 
managing directors of the mills, 
that the services of certain 
employee should not be dispensed 
with without the prior sanction of 
the mills and that the proprietors 
or their representatives ‘were re- 
quired to attend daily or as re- 
quired -at the office of the mills. 
For these reasons it was con- 
tended by the assessee that 
income derived by it from the 
agency was salary and was there- 
fore not liable to excess profits 


The Allahabad High Court 
rejected this contention and held 
that the income was profits from 
business liable to be taxed. The 
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(1951) 20 I.T.R. 460 


assessee was not :required to 
devote his whole time to the 
business of the agency and was 
entitled to carry on even other 
independent business. It carried 
on the business as its own busi- 
ness and not as servants of the 
mills. In arriving at this conclu- 
sion the Court laid stress on 
following circumstances :—The 
detailed running of the business 
vested entirely in the assessee 
who had the power to choose its 
employees to enter into contracts 
for selling goods and who were 
not in any way subject to the con- 
trol of the corporation in the 
matter of establishment and or- 
ganisation to be maintained by 
them. The discount and brokerage 
in all transactions were to be paid 
by the agsessee out of its commis- 
sion. It was entitled to receive 
a commission even on direct sales 
* * > 4 


COMPANY LAW 


The Malhati Tea Syndicate Ltd., In re (1951) 21 


The majority of the share- 
holders of this company had 
quarrelled and several suits had 
been filed in courts. One of the 
questions raised in the litigation 
related to the validity of the 
appointment of some of the 
directors. Some persons asked 
for a declaration that they were 
duly elected directors. The 
managing agency firm had been 
dissolved. In these circumstances 
two shareholders applied to the 
Calcutta High Court under 
Section 79 (3) of the Indian Com- 
panies Act for an order that a 
meeting of the company be called, 
held and conducted 


in such, 


manner as the court thought fit. 
Taking into consideration all the 
circumstances of the case the 
court held that it was expedient 
to make an order for calling a 
meeting. Banerjee J, observed: 
“It is difficult for me on this appli- 
cation and it would be inexpedient 
having regard to the pending 
suits, to decide which of the direc- 
tors have been validly appointed. 
I am not satisfied on the facts of 
this case that there is a board of 
directors who can call a meeting 
in the manner in which a meeting 
of the company may be called. 
Meetings held otherwise than 
under direction of the court under 
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observed, was different from ac- 
quiring property as the business 
of the company. 


* x on 


and Central Provinces and Berar 


made by the mills. It was liable 
to pay for all goods on delivery 
thereof whether or not the goods 
were actually paid for by the 
buyer, to take delivery of goods 
sold and to pay all expenses that 
may be incurred by the mills in 
selling unsold stocks reaching 
ihe equivalent of four months’ 
production, 


The assessee was also running 
a retail cloth shop. It belonged 
to the mills and even the remune- 
ration of the assessee for manag- 
ing the shop depended entirely 
in the discretion of the mills. The 
firm had no share in the profits 
which wholly belonged to the 
mills. The Court held the asses- 
see’s position in this respect was 
that of an employee and any 
amount paid to the assessee for 
managing the shop would be 
salary. 


% * * 


comp. cas. 823. 


Section 79 in the circumstances of 
this case would lead to intermi- 
nable troubles and prejudice the 
interests of the company”. 


The loarned judge referred to 
the decision in Commissioner, 
Lucknow Division V. The Deputy 
Commissioner of Pratabgarh (41 
C.W.N, 1072) in which the Privy 
Council held that the word 


“impracticable” meant impractic- 
able from a reasonable point of 
view and observed that the court 
takes a commonsense view of the 
matter and acts as a prudent 
person of business, 


Page Forty 


SALE OF GOODS 
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Harling v. Eddy (1951) 2 All England Reports 212 


The defendant offered for sale 
by auction a: large number of 
cows. The catalogue described 
them as tuberculin tested Guern- 
seys and contained inter alia the 
following term: “No animal, 
article or thing is sold with a 
‘warranty’ unless specially men- 
tioned at the time of offering and 
no warranty so given shall have 
any legal force or effect unless the 
terms thereof appear on the 
purchaser’s account.” A freshly 
calved heifer was brought into the 
ring but received a somewhat 
frigid reception owing to its un- 
promising appearance, The de- 
fendant then stated that there was 
nothing wrong with the heifer, 
that he would absolutely guarantee 
her in every respect and that he 
would be willing to take her back 
if she turned out not to'be what 
he stated she was. In the bidding 
that followed the heifer was 
knocked down to the plaintiff for 
£65. The defendant’s statement 
did not appear in the plaintiff’s 
account. The heifer yielded only 
a small quantity of milk and it 
died of tuberculosis. The plain- 
tiff therefore sued the defendant 


for damages. The suit was 
decreed and the defendant 
appealed to the Court of Appeal. 


The question was whether the 
plaintiff’s clatm was negatived by 
the term in the catalogue. Sir 
Raymond Evershed, M. R. held that 
the defendant’s statement amount- 
ed to a condition and not a war- 
ranty that the plaintiff was 
entitled to damage for breach of 
that condition’ and that the term 
in the catalogue applied only to a 
warranty. The learned judge 
further held that even if the 
defendant’s statement ‘were con- 
struéd to be warranty the plain- 
tiff was still entitled to suuceed 
because the defendant implied by 
his statement that the animal 
should be sold on the faith of what 
he stated to the exclusion of the 
printed clause in the catalogue. 


On the distinction between a 
condition and a warranty, the 
Master of the Rolls observed: “It 
has been said many times, and 
particularly in Wallis Son & Wells 
v. Pratt & Haynes, that whether 
any statement is to be regarded 
as a condition or a warranty must 


depend on the intention to be pro- 
perly inferred from the particular 
statement made. A statement 
that an animal is sound in every 
respect would, prima facie, be 
but a warranty, but in this case 
the learned judge found as a fact 
that the defendant went further 
and promised that he would take 
the animal back if she were no 
good...... The defendant’s state- 
ment having therefore included 
words to the effect: ‘If there is 
anything wrong I will take it 
back,’ it seems to me plain that 
the language he used could not 
have been intended merely as a 
warranty, for a warranty would 
give no right of rejection to the 
purchaser. The final words in- 
volve necessarily a right to the 
purchaser to reject, that is, 
to return the animal. They con- 
vert the statement, to my mind, 
from a warranty to a condition.” 


It was also observed that as the. 


animal was dead by the time the 
claim was formulated, the plain- 
tiff could do no other than claim 
damages and he was entitled to 
treat the condition to that extent 
as though it were a warranty, 


PARLIAMENTARY PROCEEDINGS 


Pensions 

Shri Sidhva: Will the Minister 
_ of Finance be pleased to state the 
number of persons who are resi- 
ding outside India and whose 
pensions are to be taxed from ist 
March, 1951 and the total amount 
of tax realised from them as 
income-tax? 


The Minister of State for 
Finance (Shri Tyagi): Informa- 
tion regarding the number of 
persons residing abroad whose 
pensions are to be taxed from the 


(A) Questions and Answers 


Ist March, 1951 is not available. 
The amount of tax expected to be 
realised from them is estimated 
to be Rs. 70 to Rs. 80 lakhs per 
annum. 


Shri Sidhva: May I know the 
reason why information is not 
available? 


Shri Tyagi: Information is not 
available because these perisioners 
were not taxed up till now and 
therefore we did not feel any 
need for keeping the numbers of 
pensioners on our records. 


\ 

Retired Income-tax Officers 

In answer to a question by a 
member as to the number of 
retired Income-tax Officers who 
are practising as income-tax prac- 
titioners and as to how many of 
them were enrolled as such during 
the years 1948-49, 1949-50 and 
1950-51, the Minister of Finance 
stated the information was not 
readily available and could not be 
gathered without a reference to 
the Income-tax authorities all 
over India which would require 
time and labour. 


~ 
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The State Financial Corpora- 
tions Act, 1951 No. LXIII of 1951 
was enacted by Parliament on 
31st October 1951 to provide for 
the establishment of State Finan- 
cial Corporations. It was pub- 
lished in the Government of India 
Gazette Extraordinary, Part II 
Section I No. 48 dated ist 
November 1951. Chapter IV of 
the Act is given hereunder. 


Investment of Funds, Accounts 


and Audit 


Funds of the Financial Cor- 
poration—(1) Every Financial 
Corporation shall have its own 
fund, and all receipts of the 
Financial Corporation shall be 
carried, thereto and all payments 
by the Corporation shall be made 
therefrom. 


(2) All moneys belonging to 
the fund shall be deposited in the 
Reserve Bank or with any agency 
of the Reserve Bank other than a 
Government treasury or in a 
scheduled bank in consultation 
with the Reserve Bank. 


Investiment of funds.—The Fin- 
ancial Corporation may invest its 
funds in the securities of the 
Central Government or of any 
State Government, 


Disposal of profits.— (1) The 
Financial Corporation shall estab- 
lish a reserve fund. 


(2) After making provision 
‘for bad and doubtful debts, de- 
preciation of assets and all other 
matters which are usually pro- 
vided for by banking companies, 
the Financial Corporation may 
out of its net annual profils 
declare a dividend: Provided that 
for so long as the reserve fund is 
less than the paid-up share capital 
of the Financial Corporation and 
until there has been repaid to the 
State Government such sum, if any, 


(B) Bills & Acts 


as that Government may have 
paid under guarantee given in 
pursuance of section 6, or under 
any guarantee given in pursuance 
of sub-section (2) of section 7, 
the rate of such dividend shall not 
exceed the rate guaranteed by the 
State Government under section 6. 


(8) Notwithstanding anything 
contained in this section, no divi- 
dend paid under this section shall 
under any circumstances exceed 
the rate of five per cent. per 
annum and if, in respect of any 
financial year after the reserve 
fund becomes equal to the share 
capital of the Financial Corpora- 
tion there is a surplus in the net 
profits after declaring a dividend 


‘at the rate specified in this sub- 


section, such surplus shall be paid 
to the State Government. 


General Meetings.—(1) A 
general meeting (hereinafter 
referred to as the annual general 
meeting) shall be held annually 
at a place in the State where there 
is an office of the Financial Cor- 
poration within two months.from 
the date on which the annual 
accounts of the Financial Corpora- 
tion are closed, and a general 
meeting may be convened by the 
Board at any other time. (2) The 
shareholders present at the 
annual general meeting shall be 
entitled to discuss the annual 
accounts, the report of the Board 
on the working of the Financial 
Corporation throughout the year 
and the auditor’s report on the 
annual balance-sheet and accounts. 


Audit.—(1) The affairs of the 
Financial Corporation shall be 
audited by not less than two 
auditors duly qualified to act as 
auditors of companies under sub- 
section (1) of section 144 of the 
Indian Companies Act, 1918 (VII 
of 1918), one of whom shall be 
appointed by the State Govern- 
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ment in consultation with the 
Comptroller and Auditor-General 
of India and the other elected in 
the prescribed manner by the 


_parties mentioned in clauses (c) 


and (d) of sub-section (8) of 
section 4, and such remuneration 
as the State Government may fix 
shall be paid to the auditors by 
the Financial Corporation. 


(2) Every auditor shall be 
supplied with a copy of the annual] 
balance-sheet of the Financial 
Corporation, and it shall be his 
duty to examine it, together with 
the accounts and vouchers relat- 
ing thereto, and every auditor 
Shall have a list delivered to him 
of all books kept by the Financial 
Corporation and shall at all 
reasonable times ‘have access to 
the books, accounts and other 
documents of the Financial Cor- 
poration and may in relation to 
such accounts examine any director 
or officer of the Financial Cor- 
poration. 


(8) The auditors shall make a 
report to the shareholders upon 
the annual balance-sheet and 
accounts, and in every such report 
they shall state whether in their 
opinion the balance-sheet is a full 
and fair balance-sheet containing 
all necessary particulars and pro- 
perly drawn up so as to exhibit 
a true and correct view of the 
state of affairs of the Financial 
Corporation, and in case they had 
called for any explanation or 
information from the Board, 
whether it has been given and 
whether it is satisfactory. 


(4) The State Government 
may, in consultation with the 
Comptroller and Auditor-General] 
of India, at any time issue direc- 
tions to the auditors requiring 
them to report to it upon the 
adequacy of measures taken 
by the Financial Corporation for 
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the protection of its shareholders 
and creditors or upon the suffici- 
ency of their procedure in audit- 
ing the affairs of the Financial 
Corporation and may enlarge or 
extend the scope of the audit or 
direct that a different procedure 
in audit be adopted, or direct that 
any other examination be made 
by the auditors, if in its opinion 
public interest so requires, 


(5) The Financial Corporation 
shall send a copy of every report 
of the auditors to the Comptroller 
and Auditor-General of India at 
least one month before it is placed 
before the shareholders. 


(6) Notwithstanding anything 
contained in the preceding sub- 
sections, the Comptroller and 
Auditor-General of India may, 
either of his own motion or on a 
request received in this behalf 
from a State Government, under- 
take such audit and at such times 
as he may consider necessary: 


Provided that where the State 
Government is required to make 
any payment on account of the 
guarantee given by it under 
section 6 or sub-section (2) of 
section 7, as the case may be, such 
audit shall be undertaken by the 
Comptroller and Auditor-General 
of India. 


(7), Every audit report under 
sub-section (6) shall be forward- 
ed to the State Government and 
the Government shall cause the 
same to be laid before the Legis- 
lature of the State. 


The 


On 15th November 1951 the 
President promulgated the Em- 
ployees’ Provident Funds Ordi- 
nance No, VIII of 1951 to provide 
for the institution of provident 


Returns —(1) The Financial 
Corporation shall furnish a state- 
ment, in the prescribed form, of 
its assets and liabilities as at the 
close of business on the last 
Friday of each month or, if that 
day is a public holiday under the 
Negotiable Instruments Act, 1881 
(XXVI of 1881), as at the close 
of business on the preceding work- 
ing day to the State Government 
and to the Reserve Bank within 
ten days from the date to which 
the statement relates. 


(2) The Financial Corporation 
shall furnish in the prescribed 
form to the State Government and 
to the Reserve Bank once every 
three months or, as frequently as 
the State Government or the 
Reserve Bank may require, a 
statement showing the classifica- 
tion of its loans and investments 
and of all loans guaranteed by it 
and underwriting agreements 
entered into by it. 


(3) The Financial Corporation 
shall furnish to the State Govern- 
ment and to the Reserve Bank 
within three months of the close 
of each financial year a statement 
in the prescribed form of its 
assets and liabilities as at the 
close of that year, together with 
a profit and loss account for the 
year, the auditors’ report and a 
report of the working of the 
Financial Corporation during the 
year and copies of the said state- 
ment, account and reports shall 
be published in the Official 
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Gazette and shall also be laid 
before the Legislature of the 
State. 


Section 48 of the Act provides 
as follows: 


Provisions relating to Income- 
tax and Super-tax.—For the pur- 
poses of the Indian Income-tax 
Act, 1922 (XI of 1922), the Fin- 
ancial Corporation shall be deem- 
ed to be a company within the 
meaning of that Act and shall be 
liable to income-tax and super-tax 
accordingly on its income, profits 
and gains: 


Provided that any sum paid by 
the State Government under the 
guarantee given in pursuance of 
section 6 or under any guarantee 
given in pursuance of sub-section 
(2) of section 7 shall not be treat- 
ed as the income, profits and gains 
of the Financial Corporation and 
any interest on debentures or 
bonds paid by the Financial Cor- 
poration out of such sum shall 
not be treated as expenditure 
incurred by it. 


Provided further that in the 
case of any shareholder such 
portion of a dividend as has been 
paid out of any such sum 
advanced by the State Govern- 
ment shall be deemed to be its 
income from “interest on securi- 
ties” declared to be income-tax 
free within the meaning of section 
8 of that Act. 


Employees’ Provident Funds Ordinance 


funds for employees in factories 
and other establishments. It 
applies in the frst instance to all 
factories engaged in the manu- 
facture or production of any of 


the following namely, cement, 
cigarettes, electrical, mechanical 
or general engineering products, 
iron and steel, paper and textiles 
(made wholly or in part of cotton 
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or jute or silk whether natural or 
artificial) if 50 or more persons 
are, employed, but the Central 
Government can apply the provi- 
sions to all factories employing 
not less than 60 persons and 
engaged in any such industry. 
section 5 of the Ordinance em- 
powers the Central Government to 
frame a scheme for the establish- 
ment of provident funds for 
employees or for any class of 
employees and specify the 
factories or class of factories to 
which the said scheme shall apply. 
Section 8 gives power to apply the 
ordinance to establishment which 
has a common provident fund 
with a factory. Section 6 pro- 
vides that the employer’s contri- 
bution to the fund shall be 614% 
on the basic wages and the dear- 
ness allowance payable to each of 
the employees and the employee’s 
contribution shall be equal to the 
contribution payable by the 
employer. The employee’s contri- 
bution may be an amount not 
exceeding 8-1/3% of his basic 
wages and dearness allowance if 
the employee so desires and if the 
scheme makes provision therefor. 
Provision is made by Section 8 
to give power to recover money 
due from employers in the same 
manner as an arrear of land 
revenue. Section 10 provides that 
the amount standing to the credit 
of any member in the fund shall 
not be capable of being assigned 
or charged and shall not be liable 
to attachment. Section 11 gives 
priority of payment of contribu- 

tion over other debts. Section 12 
provides that no employer shall, 
by reason only of his liability for 
any contribution payable under 
the Ordinance reduce the wages of 


any employee or discontinue or 
reduce any benefit except as pro- 
vided by the scheme. Section 9 
provides for the purposes of 
Indian Income-tax Act the fund 


e r 
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shall be deemed to be a recognised 
provident fund. Special provi- 
sions are made in section 15 in 
respect of existing provident 
funds, which will continue to be 
maintained and when the scheme 
is framed accumulation standing 
to the credit of the employees in 
the provident fund will be trans- 
ferred to the fund established 
under the scheme. The Ordinance 
will not affect to infant factories 
for certain period and there is 
also a provision for exempting 
some factories from the operation 
of the Ordinance. Matters for 
which provision may be made in 
a scheme are set out in Schedule 
II. 


Finance Commission 


The President has constituted 
the Finance Commission accord- 
ing to the provisions of Article 
280 of the Constitution. 


* * x 


India’s trade with U.K. 


India had a favourable balance 
of nearly Rs. 37 crores in her 
trade with Britain during the 
first ten months of this year as 
against her unfavourable balance 
of over Rs. 30 lakhs for the corres- 
ponding period last year. 


y 
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British Money Market 


After nineteen years, the Bank 
of England last month resumed 
control over the volume and prices 
of Britains money supply with 
the result that the money market 
would get as much money as the 
Bank of England chooses and not 
as much money as the market 
chooses. Financial experts have 
predicted that this move will have 
the effect of lowering prices. 


. Chancellor’s 
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Revision of Bank rate in India 


About a week after the British 
announcement of a 
higher Bank rate in British, the 
Reserve Bank increased the Bank 
rate from 8% to 314%. The 
Reserve Bank further announced 
that it will not buy Government 
securities from Schedule Banks, 
Save in exceptional cases but 
banks can receive loans and 
advances from the Reserve Bank 
at the Bank rate on their trustee 
securities. This move is expected 
to make the bank rate more effec- 
tive than it has hitherto been. 
Banks will be forced to restrict 
their lending to the public and it 
is believed that the consequent 


Scarcity of money will check 
inflation, 


Æ * a 


Checking income-tax evasion 


A Press Note issued by the 
Ministry of Finance says that 
with the conclusion of the special 
drive for Voluntary disclosures of 
hidden income, the Central Board 
of Revenue is now engaged ' with 
the problem of checking such 
anti-social activities as evasion of 
income-tax and smuggling. 


Although the Board have con- 
siderably strengthened the income- 
tax and customs departments and 
an intelligence officer has been 
attached to the head of the 
Department in each place for 
collecting information and pursu- 
ing such cases they can meet with 
complete success only if there is 
adequate measure of public co- 
operation in this matter. 


Such anti-social activities not’ 
only mean loss to Government re- 
venues, but increase the incidence 
of taxation on those who pay their 
dues honestly. The Central Board 
of Revenue would, therefore, wel- 
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come any factual information that 
members of the public may bring 
to their notice. Very often such 
information is sent by persons 
concerned to the Central Board of 
Revenue and also to the Ministers. 
It is not quite necessary to do sọ, 
and it will expedite matters 


Shri P. C. Madan, Chartered 
Accountant, Jabalpur, requires 
from learned brothers of the pro- 
fession a complete discussion of 
the rights, duties and liabilities 
arising from the. folowing form 
of certificate which a chartered 
accountant would give when 
approached by a client for pre- 
paration of only Profit and Loss 
Account and Balance Sheet from 
his books of accounts and Trial 
Balance duly completed and 


Shri G. S. Mathur, Chartered 
Accountant, Delhi writes as 
follows :— 


“T understand that instructious 
have been issued to the office of 
the Institute to refuse permission 
to articled clerks and audit clerks 
for pursuing courses of study in 
law during the period of their 
service. The previous practice of 
the Accountancy Board as well as 
the Institute was that where such 
study did not interfere with the 
practical training of the articled 
clerk, permission was granted. No 
one can deny that higher academic 
studies, particularly in law, will 
be very helpful in preparing the 
apprentices better for the pro- 
fession and since in most of the 
Universities, there are facilities 
for study of law in the evening, 


if, on the other hand, such 
information is furnished to the 
Intelligence Officer attached to the 
Commissioner of Income-tax or 
the Collectors of Customs and of 
Central Excises, 


Any information furnished will 
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shown. It means that he is not to 
audit the accounts but only to 
certify the figures, in the Profit 
and Loss Account and Balance 
Sheet which he has prepared, as 
to have been correctly incorpo- 
rated from the books of accounts 
and Trial Balance shown and 
other information and explana- 
tions given. 


“We have prepared the Balance 
Sheet of A.B.C. as at 8ist 


CORRESPONDENCE 


students should in fact be en- 
couraged to join these classes. 


In the case of audit clerks, this 
restriction will mean a very unfair 
hurdle in the way of their 
advancement. Higher academic 
qualifications will enable them to 
attain promotions in the office of 
their own employers and will open 
for them a wider field and give 
them better opportunities for 
service. In the case of these paid 
assistants, I fail to see how any 
employer will permit the assistant 
to engage himself in any study 
which interferes with the work at 
office, and if in any case the 
employer feels that such study will 
not interfere with his work, per- 
mission should be granted ag in 


past, 


December, 1951. 


be kept secret and the person 
supplying the information will not 
in any way be harassed nor will 
his name be disclosed to any other 
person unless he himself has 
expressly authorised that he does 
not want such secrecy. SS 


March, 1951 set forth above and 
the Profit and Loss Account 
annexed and have to state that 
the figures therein are incorpo- 
rated correctly from the books of 
accounts shown and the inforiaa- 
tion and explanations rendered to 
us.” 
Pai 

How far such a certificate would 
prove effective in the Income-tax 
Department and beneficial to the 
client is also to be viewed. 


I do hope that the Council will 
consider the position in this true 
perspective and grant permission 
to articled clerks and audit clerks 
for studying law in evening 
classes,” 


x E + 


Shri F. P. Kapadia of Messrs. 
Kapadia Damania & Co., Charter- 
ed Accountants, Bombay writes 
as follows :— 


“The decision cf the Council of 
the Institute to hold the first 
eection of the Regional Councils 
by post brings to mind once again 
the criticisms which were levelled 
against this method at the time of 
election of the Central Council in 
1949. The system of a single 
Transferable Vote has been pre- 
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ferred on account of its merits 
over the other methods of election. 
However, the system of voting by 
post is exposed to one important 
objection—a drawback which 
strikes at „the very root of the 
underlying principle of democracy. 


Even in case of elections of pro- 
fessional bodies whose members 
generally attain a high standard 
of education and ethics, the 
system of voting by’post is capable 
of being misused at the hands of 
interested groups. This results 
where any body or group of indi- 
viduals puts up the candidature of 
a selected number of persons and 
is able to obtain blank voting 
papers by making use of the 
positionsand influence of its office- 
bearers or else extending the plea 
of long friendship. It has to be 
noted that according to regula- 
tions a voting paper becomes 
invalid upon which a voter signs 
his name or writes any word or 
makes any mark by which it 
becomes recognisable. This 
extremely sound theoretical prin- 


Shri R. V. Aiyar, B.A., F.C.A,, 
has shifted his main office from 
14, Bentinck Street to 8/2, Hast- 
ings Street, 2nd Floor, Room nos. 
5 and 6, Calcutta, with effect from 
lst November 1951. 


* m ze 


Messrs. S. P. Kapur and Com- 
pany of New Delhi have shifted to 
the following address :— 

Messrs. S. P. Kapur & Com- 
pany, 

2, Kohinoor Buildings, 
Katra Baryan, Fateh Puri, 
Delhi. 


x * $ 


Shri Y. Kuppuswámayya, 
G.D.A., F.C.A., advises that the 


rahe 


ciple precisely provides the lever 
for mischief. It leaves the door 
wide open for an individual or a 
group of candidates to obtain 
blank voting papers from the 
voters on which votes could subse- 
quently be recorded by interested 
persons according to their require- 
ments and submitted by them 


direct to the Institute. A candi- 


date who happens to come in 
possession of a blank voting paper 
could do the .following three 
things: 


(i) He could get a vote for 
himself recorded on the 
paper ; 

He could prevent a voter 
from casting his second 
and/or subsequent pre- 
ferences in favour of 
other candidates; or 


(ii) 


(iii) Where a group of can- 
didates are contesting 
as a block, the practice 
would: make possible 
mutual adjustment of 
votes according to their 


requirements in order 


PERSONAL NOTES 


partnership between himself and 
Mr. P. Ramachandra Rao Garu, 
B.A., G.D.A., F.C.A., is dissolved 
from 26-11-1951 by mutual 
consent, _ = Ss 


at "a ws 


Shri Dilip Kumar Ray advises 
his change of address as follows: 
Dilip Kumar Ray, 
C/o A. M. Roy, 

Superintendent, 

Cl. Jail, Berhampore, 
Murshidabad Dt., 
Bengal. 


West 


x $ * 


Shri R. Narasimhan, B.Com., 
A.C.A. writes to say! that he will 


be hereafter ‘practising under the 
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to supplement their 
independent canvassing. 


No one could deny that this is 
the-most unclean method of con- 
testing an election. Often, the 
voters who part with their blank 
voting papers fail to realise the 
grave danger to which they are 
exposed in doing so: The right of 
voting is a rare privilege of an 
individual ‘which’ has to be 
exercised with highest sanctity 
and caution. A voter who uncon- 
ditionally delegates his right of 
voting sells his conscience for an 
extremely cheap price and would 
expose himself to the charge of 
being incapable of independent. 
judgement. Nothing could -be 
more undesirable for members of 
a learned profession than this. 
Members of the profession would, 
therefore, do well to strongly dis- 
courage any such attempt on the 
part of a candidate which is cal- 
culated to prevent the free 


exercise of the right of voting at 
the forthcoming elections of the 
Institute. 


name and style of Messrs. 
R. Narasimhan & Co., Chartered 
Accountants at No. 2, Kondi 
Chetty Street, G.T., Madras-l. 


x . A 
Shri V. P. Choudary, Account- 
ant Member, Income-tax Appellate 
Tribunal, Madras advises the 
change of his residential address 
from the 15th December, 1951 as 
follows: i 
Shri V. P, Choudary, 
No. 20, Vijayaraghavachari 
Road, 
Thyagarayanagar, 
Madras-17. 


He also advises the change in 


‘the telephone number. ‘The new 


telephone number will be 85590. 
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THE ATTENTION OF THE 
MEMBERS IS INVITED TO THE 
“THE REGIONAL COUNCILS 
(FIRST ELECTION) BYE- 
LAWS, 1951” PUBLISHED 1N 
THE GAZETTE OF INDIA IN 
PART I SECTION I DATED 
27—10—1951 AND A COPY OF 
WHICH HAS BEEN SENT TO 
- ALL MEMBERS AS A SUPPLE- 
MENT TO NOVEMBER, 1951 
ISSUE OF THE BULLETIN. 


This Bulletin is being issued on 
the basis that except the summary 
of the proceedings of the Council 
of the Institute which is published 
in the Bulletin, all other matters 
are informative, but not neces- 
sarily as authoritative as the re- 
solutions of the Council would be. 


WOU 
get 


IMPORTANT NOTE | 

AS PER BYE-LAW 5, THE 
NOMINATION PAPERS 
SHOULD BE IN FORM “A” AS 
PRESCRIBED UNDER THE 
REGIONAL COUNCILS (FIRST 
ELECTION) BYE-LAWS, 1951 
AND SHOULD REACH THE 
SECRETARY OF THE INSTI- 
TUTE OF CHARTERED 
ACCOUNTANTS OF INDIA ON 


BUSINESS NOTICE 


Every effort will be made to 
post a copy of this Bulletin free 
of charge to the registered address 
of every member by the 20th of 
each month. Any change in the 
address of a member should be 
notified at once to the Office of the 
Council, 100, Gurdwara Road, Hut- 


& y 


Y i 


PENA ENA E 


December, 1951. 


OR BEFORE 5 PM. ON 
21st JANUARY, 1952 AND NOT 
EARLIER THAN 10th--JANU- - 
ARY, 1952. 


IF ANY CANDIDATE, WHO 
HAS FILED HIS NOMINATION, 
MAY WITHDRAW HIS CANDI- 
DATURE BY 3- P.M. ON 31st 
JANUARY, 1952. 


ments, New Delhi, and all com- 
munications relating to matters 
to be published in the Bulletin, 
such as correspondence, articles 
and personal notes should 
be addressed to the Editor, Post 
Box No. 1354, MADRAS—1. 


t 
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